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PREFACE 


As shown by part I of the printed record of the hearings held by 
the House Small Business Committee relating to the complaints of 
small and independent businessmen operating sightseeing businesses 
in the District of Columbia, those hearings were held on May 12, 16 
and 19, 1958. All sessions of these hearings were open to the public. 
Mr. O. Roy Chalk, president of D. C. Transit System, Inc., testified 
before the committee during the afternoon of May 19. 

About 6 weeks after the hearings had been closed, Mr. Chalk wrote 
me, as chairman:of the committee, that he was unable to read the 
charges made against his company until the first week of July. Since 
he felt that in testifying, he had made no attempt to answer in detail 
the charges advanced by his competitors, he requested that the hear- 
ings be reopened in order that he could supply such testimony ; that if 
the hearings could not be reopened, he be given the privilege of supply- 
ing a written supplemental statement. ‘Permission to submit such’ a 
statement was granted and this statement, together with its accom- 
panying exhibits has been printed and set forth in full in this part IT 
of the record of the hearings. 

Witnesses engaged in the sightseeing business in the District of 
Columbia, as well as other parties involved, were given the privilege 
of replying to the supplemental statement of Mr. Chalk. Their re- 
sponses also are set forth in full in this part II of the printed record 
of the hearings. 
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D. C. TRANSIT SYSTEM, INC., 
Washington, D. C., July 18, 1958. 
Re hearings on complaints of sightseeing businessmen. 
Hon. WRIGHT PATMAN, 
Chairman, Select Committee on Small Business, 
House of Representatives, Washington, D. C. 

DEAR Mr. CHAIRMAN: As I have mentioned to you previously, the printed 
hearings of the proceedings before the Select Committee on Small Business did 
not come to my attention until the first week of July 1958, and then, for the first 
time, I was able to read the charges made against D. C. Transit by our com- 
petitors. 

When I appeared before the committee on May 19, I testified only in a general 
way and endeavored to answer only the questions directed to me. At that 
time, I was unable to and made no attempt to answer in detail all of the charges 
made by my competitors because I had not been furnished with any of the de- 
tails of their testimony. 

After reading the printed hearings of May 12, 16, and 19, 1958, I sent you a 
letter dated July 7 in which I asked the opportunity of appearing before the 
committee once again to answer point by point the unanswered charges made 
by my competitors. As I pointed out in my letter to you of July 7, many of the 
issues raised by my competitors before your committee are currently the subject 
of the rate proceeding before the Public Utilities Commission. In my letter of 
July 7, I requested that you set this matter down for further hearings on a date 
subsequent to the conclusion of the present rate case before the Public Utilities 
Commission of the District of Columbia, so that your Select Committee on Small 
Business and I would have the benefit of the findings and order of the PUC in 
the present rate case. 

In order that this supplemental statement of mine be complete, I attach hereto 
as exhibit A a copy of my letter to you of July 7. 

While awaiting your reply to my letter of July 7, we at D. C. Transit continued 
in the preparation of the present rate proceeding before the PUC. In connection 
with that proceeding, we had been asked by the Public Utilities Commission to 
work out a set of rules for the allocation of all appropriate items of revenues 
and expenses in order to separate our sightseeing, charter, and limousine serv- 
ices from our regularly scheduled mass transit operations. After studying all 
of the pertinent facts, we at D. C. Transit concluded that we would be entitled 
to the full rate increase requested by us in the PUC rate case even after the al- 
location and exclusion requested by the PUC staff. In addition, we noted that 
our rate of return was so far below the amount authorized by the Congress that 
it was of no consequence whether or not we allocated the above-described opera- 
tions, even if such operations were incurring the losses alleged by the staff of 
the PUC. 

Accordingly, by letter dated July 10, 1958, we advised Hon. George E. ©. 
Hayes, Chairman of the Public Utilities Commission, that to expedite our pro- 
ceedings before the PUC, we would agree to allocate and exclude all appropriate 
revenues and expenses from our sightseeing operations. 

You will remember that I sent to you a copy of my letter to Hon. George F. C. 
Hayes dated July 10, 1958. I enclose herewith as exhibit B a copy of my letter 
to Hon. George E. C. Hayes dated July 10, 1958, and I enclose herewith as exhibit 
C a copy of my forwarding letter to you of the same date. 
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My letter of July 10 to the PUC was subsequently amplified by a further letter 
from me to Hon. George E. C. Hayes dated July 14, 1958, in which I extended 
the term “sightseeing operations” to “sightseeing, charter (including Govern- 
ment contracts) and limousine operations.” I enclose herewith as exhibit D 
a copy of such letter dated July 14, 1958. 

In my letter dated July 10, 1958, to Hon. George E. C. Hayes (exhibit B 
enclosed herewith), I also made a voluntary concession to the small sightseeing 
businessmen of the District of Columbia in the form of a concession on my part to 
pay voluntarily from July 1, 1958, forward, a District of Columbia motor vehicle 
fuel tax on all of our sightseeing operations. I made this concession as a ges- 
ture of good faith and as further proof of my willingness and intent to meet 
competition on an equal plane. In making this concession, I was aware of the 
ruling of the Corporation Counsel of the District of Columbia to the effect that 
the franchise of D. C. Transit clearly exempts us from the payment of this tax. 
The ruling of the Corporation Counsel to which I refer is contained at pages 16 
through 18 of the printed hearings of May 12, 1958. 

As you will remember, on July 9 I requested an opportunity to confer with 
you about my letter to you of July 7 and about other matters in connection with 
the above proceedings, and you agreed to a conference at 9:30 a. m. on July 10 
at which both I and my attorney, Harvey M. Spear, were present and which 
was attended by yourself and B. H. Jacques, staff director of the committee. 
At the conclusion of that conference, you sent to me a letter dated July 10, 
a copy of which I am enclosing herewith as exhibit E. On the following day, 
Mr. B. H. Jacques, staff director of the committee, sent me a letter dated July 11 
with which he enclosed a copy of a memorandum to the files from himself; 
attached hereto as exhibit F is a copy of that letter of July 11. 

While on the subject of our conference of July 10 and the letters of yourself 
and Staff Director Jacques, I would like to clear up certain misunderstandings 
which may have resulted from the multitude of subjects we covered in a short 
period of time. 

In your letter to me of July 10, you state that neither I nor Mr. Spear asked 
that the hearings be reopened, and you also state that it was clearly understood 
that no additional hearings would be held. In the memorandum to the files of 
Staff Director Jacques, it is stated, in addition, that both myself and Mr. Spear 
“appeared to be satisfied, as well as gratified” that you, as chairman, had agreed 
to accept this written statement. So that there will be no misunderstanding, I 
would like to point out that I came to your office on July 10 for the express pur- 
pose of discussing the request in my letter of July 7 that the hearings be re- 
opened. In my telephone conversation with you in which our conference date 
was agreed upon, you indicated to me that, as chairman, you were going to 
oppose any reopening of the hearings. At our conference of July 10, you am- 
plified your statement as indicating that you were opposed to any reopening 
of the hearings because you were anxious for the report of the committee to 
be completed as soon as possible in order that you might get rid of this matter 
at the earliest possible date. When, at our conference of July 10, you suggested 
that you would permit us to file this supplemental statement, both Mr. Spear 
and I indicated that we were desirous of availing ourselves of this opportunity. 
In doing so, however, we did not withdraw our request for a reopening of the 
hearings nor did we indicate that we regarded this supplemental statement as 
satisfying our July 7 request to reopen the hearings. 

In offering us the opportunity to submit this supplemental statement. you 
indicated that you thought this supplemental statement might be printed as part 
of or a supplement to the report which your committee would ultimately publish 
in this matter. Staff Director Jacques indicated that he thought this supple- 
mental statement might better be printed as a supplemental section to the printed 
hearings of May 12, 16, and 19, 1958. Mr. Spear indicated that we would be 
submitting this supplemental statement with the express understanding that it 
would be printed as a public document in either one of the two forms suggested 
by yourself and Staff Director Jacques. 

In order that there be no misunderstanding, I wish herewith to renew my 
request for a reopening of the hearings. If the committee should deny my re- 
quest then, alternatively, I would like to request that this supplemental state- 
ment be printed as a public document either in conjunction with the report of 
the committee or as a second section to the printed hearings. 
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With further reference to your letter of July 10, I would like to point out that 
it is inaccurate to say that we were advised conc erning the nature of all of the 
complaints which had been made against D. C. Transit prior to the date of the 
public hearings. A careful examination of the printed hearings will show that 
the compli 1ints and charges made against D. C. Transit throughout the public 
hearings were considerably different from and more extensive than those raised 
at my conference with your staff on April 22, 1958, and in our subsequently ex- 
changed correspondence. I will point out at greater length below how the is- 
sues at the public hearings differed from the issues raised in the prehearing con- 
ference of April 22. 

In your letter of July 10, you also state that Mr. Flanagan, vice president and 
comptroller of D. C. Transit, attended the hearings and listened to the charges 
made against D. C. Transit. This statement is also inaccurate since Mr. Flanagan 
was able to attend only part of one afternoon of the hearings, and that was on 
the occasion when the President of the Board of Commissioners of the District 
of Columbia (Robert E. McLaughlin) and the staff accountant of the PUC (J. 
William Falk) were testifying. Accordingly, Mr. Flanagan did not listen to any 
of the charges made against D. C. Transit at the public hearings. 


GRAY LINE SELLOUT 


In my letter to you of July 10 (exhibit C attached hereto), I mentioned to you 
the fact that since I took over the transit system in August 1956, Gray Line, Inc., 
has been endeavoring to pressure me into buying out their company. In con- 
nection with such efforts of Gray Line, I prepared an affidavit on July 10, 1958, 
the original of which I filed with the PUC in the current rate case and a dupli- 
cate executed copy of which I attach hereto as exhibit G. 

In that affidavit, I stated that soon after I took over the transit company, 
Henry F. Burroughs, president of Gray Line, Inc., contacted me and requested 
the opportunity of meeting with me to discuss a proposal of Mr. Burroughs that 
D. C. Transit buy out Gray Line, Inc. As I stated in that affidavit, negotiations 
relating to the Gray Line proposal continued over a period of many months and 
were finally discontinued because I could not come to an agreement with Mr. 

Surroughs as to price. In my opinion, the price asked by Mr. Burroughs was ex- 
cessive and was far above the fair value of the underlying assets. 

During the negotiations with Mr. Burroughs, he made a statement to me 
that we should pay him the price requested by him because it would be cheaper 
for us to buy him out than for us to compete with him. 

According to my records our negotiations with Mr. Burroughs terminated dur- 
ing the last week of February or the first week of March 1958. 

As I stated in my affidavit to the PUC, soon after the negotiations were ter- 
minated, I received a call from a member of the staff of the Select Committee on 
Small Business in which I was requested to attend a meeting in the committee 
office on Capitol Hill to discuss complaints made against the sightseeing opera- 
tions of D. C. Transit. I was subsequently advised that the complaints had 
been made by Gray Line, Inc., and certain other sightseeing companies. 

My aflidavit of July 10, 1958, was filed with the PUC and a copy served upon 
Gray Line, Inc., at an informal hearing before the PUC at 9 a. m. on July 11, 
1958. The attorneys for Gray Line, Inc., objected to the filing of the affidavit until 
such time as they could file an answering affidavit from Mr. Burroughs. The 
PUG granted Gray Line the opportunity to file an answering affidavit from Mr. 
Burroughs. 

After Mr. Burroughs read the statements made by me under oath in my affi- 
davit, he refused to put his reply under oath in the form of an affidavit. Instead, 
he had his attorney make a general denial in letter form to the PUC and he also 
made general denials, not under oath, to the newspapers. 

A careful examination of the responses of Mr. Burroughs as quoted in the 
newspapers indicates the falseness of his replies and the accuracy of my 
statements. 

For example, on the one hand he denied ever intending to sell out Gray Line 
to me and indicated that Gray Line was not for sale. But in the same statement, 
Mr. Burroughs admitted that he had not only discussed selling out with me but 
indicated that it was a matter of not agreeing on the price. Any businessman 
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knows that a fellow businessman does not get to the subject of discussing the 
price until he is prepared to discuss selling out. 

Secondly, Mr. Burroughs denied that he had made the first approach on the 
subject but indicated rather that he had been first approached by Morris Fox 
of D. C. Transit “in early 1957.” I have records to substantiate the fact that 
Mr. Burroughs coutacted me and we conferred at his request as early as in 
December 1956, well before Mr. Morris Fox ever came into the discussions. 

Thirdly, Mr. Burroughs denied that he put pressure upon me to pay him his 
excessive price and he denies that he threatened me with the statement that it 
would be cheaper for me to buy him out than for me to compete with him. In 
reply, Mr. Burroughs stated to the press that it was I who had exerted pressure 
on him to sell out to me and then Mr. Burroughs added, as an afterthought, in 
his statement to the press, that my interest to purchase Gray Line contained an 
“implied threat” that “if Mr. Burroughs did not sell out he would regret it.’ The 
falsity of the Burroughs’ countercharges is evident from the manner in which 
they were made as an afterthought. Thus, if the Burroughs charges were true, 
it is clear to me that he would have left no stone unturned to bring them before 
the Select Committee on Small Business during its hearings. The fact that Mr. 
Burroughs raised these counterchanges in a newspaper interview in replying to 
my affidavit shows clearly how unreliable and untruthful the statements of 
Mr. Burroughs are. 

Fourthly, and most importantly, Mr. Burroughs has refused to explain the 
strange coincidence of his complaints to the Select Committee on Small Business 
at or about the time of the termination of our negotiations relating to his offer 
to sell Gray Line to D. C. Transit at an excessive price. We, at D. C. Transit, do 
not know for certain the exact dates of Gray Line’s written complaints to the 
committee. We have reason to believe that they were made at or about the time 
when we refused to pay Mr. Burroughs the excessive price demanded by him 
for Gray Line. 

In an effort to place all the relevant facts before the committee, my attorney, 
Mr. Spear, requested the opportunity to examine the complaints and correspond- 
ence between Gray Line and the committee prior to the public hearings herein. 
In that connection, he conferred personally with Staff Director, B. H. Jacques, 
and was advised by Mr. Jacques to file such request in writing. Mr. Jacques 
advised Mr. Spear that the letter was necessary in order that the chairman could 
poll the members of the committee in order to obtain their vote upon the 
request. Mr. Spear drafted and delivered to you such a letter dated July 16, 
1958, in which he set forth at length his request for an opportunity to examine 
the Gray Line complaints and correspondence and in which he also stated the 
reasons why he made that request. A copy of Mr. Spear’s letter to you dated 
July 16, 1958, is attached hereto as exhibit H. I understand that you notified 
Mr. Spear early yesterday morning, July 17, that you were denying Mr. Spear’s 
request and that you would so notify the other members of the committee. 

In reply to Mr. Spear’s letter to you of July 16, you also sent to him a letter 
dated July 17, a copy of which is attached hereto as exhibit I. In your letter to 
Mr. Spear of July 17, you make reference to the complaints about our franchise 
received by you as far back as July 1956. Those complaints, of course, are not 
pertinent or relevant to Mr. Spear’s letter because they related exclusively to the 
merits of our franchise at the time of its adoption. 

Similarly, the discussions had by you during 1957 related to conditions estab- 
lished by the franchise which, according to our competitors, created a situation 
which they considered to be competitively impossible. Once again, as you point 
out in your letter to Mr. Spear of July 17, such matters were the province of 
the District of Columbia Committee which had originally found the franchise to 
be fair and necessary in the interests of the District of Columbia. 

In any event, Mr. Spear’s letter of July 16, makes repeated reference to the 
“written complaints” of the local sightseeing companies, especially of Gray 
Line. Your letter to Mr. Spear of July 17 does not mention the dates of such 
written complaints. Since your letter of July 17 to Mr. Spear makes detailed 
references to numerous other pertinent dates, but omits reference to the dates of 
the written complaint of Gray Line, I still am entitled to assume that the written 
complaint of Gray Line was filed with you at or about the time we terminated 
negotiations with them as to their proposition that we buy them out. 
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Your letter of July 17 to Mr. Spear reaffirms my belief that Gray Line has 
sought to use the good oftices of your committee to bring pressure to bear upon 
me either to buy them out at an excessive price or to force me to go out of the 
sightseeing business. 

Although Mr. Spear and I appreciate the details given to him in your letter of 
July 17, we both feel that we are entitled to examine the written complaints 
for the purposes stated in Mr. Spear’s letter to you of July 16. 1 would like te 
adopt here and renew Mr. Spear’s request that we be permitted to examine the 
written complaints. 

The implications of the Gray Line action in filing complaints with the com- 
mittee at the conclusion of negotiations with us are very serious. It appears to 
us that Gray Line is using every means of unfair competitive pressure at its 
disposal to force up to pay them an excessive price. 

The complaints of Gray Line to this committee, the manner in which they may 
have sought to use this committee and their other pressures and unfair practices 
may well constitute violations of the Sherman Antitrust Act. 

Of great significance in this matter is the fact that my statements about Gray 
Line’s pressures to buy them out have been made under oath in a form of an 
affidavit, and I am prepared so to testify under oath. In contrast, all of the 
denials and statements of Henry F. Burroughs have not been under oath. Even 
more important is the fact that, when the PUC gave Mr. Burroughs the oppor- 
tunity to file his own answering aflidavit to my affidavit in the current rate case, 
Mr. Burroughs refused to do so under oath. 

In this connection, the committee may wish to note that all of the printed 
hearings in this matter to date appear to have been heard without the swearing 
of the witnesses. The result is that this committee has my statement in affidavit 
form (exhibit G enclosed herewith) but the committee does not have any state- 
ment of Mr. Burroughs or of any other complainants in sworn testimony. 

The pressure of Gray Line upon us to buy them out is particularly interesting 
in the light of the nature of their complaint to the Select Committee on Small 
Business. On the one hand, Gray Line complains that the existing conditions 
threaten a monopoly in the sightseeing business and, on the other hand and 
at the same time, Gray Line has been endeavoring to force us to buy them out, 
Thus, while ostensibly espousing the cause of small business, Gray Lines has been 
using every trick at their disposal to pressure us into absorbing them and thereby 
eliminating competition, 

Moreover, quite apart from whether Gray Line is trying to force D. C. Transit 
to buy them out, as I have indicated, the fact remains that they have been dis- 
eussil ling to us and negotiations broke down over price. There can be no 
doubt that Grav Line is interested in selling out to us and such fact belies their 
ery of fighting for the cause of small business. 





GRAY LINE PRESSURES TO FORCE D. C. TRANSIT OUT OF SIGHTSEEING BUSINESS 


In my aflidavit of July 10 which was filed at the PUC I indicated that Gray 
Line was not only putting pressure upon me to buy them out at an “excessive” 
price, but they had also been endeavoring for some time to force D. C, Transit 
to discontinue all of its sightseeing operations. These efforts by Gray Line 
were directed not only at the objective of forcing us to discontinue certain com- 
petitive business practices but also to force us to discontinue all competition with 
them in the sightseeing, charter, and limousine business. 

The efforts of Gray Line to force D. C. Transit to discontinue our sightseeing 
and charter business is the more important when it is realized that the Congress 
of the United States has found as a matter of public policy in the District of 
Columbia that D. C. Transit should be authorized and empowered to euguge in 
the sightseeing and charter business as part of our mass transit operations. The 
reasons Congress gave us the right to engage in such businesses are matters ef 
ancient history at this time. They are, however, well known and indelibly in- 
scribed in the memories of all of us. It is sufficient here to note that Congress did 
grant us the specific authority to engage in the sightseeing and charter business 
and that Gray Line has been actively engaged in efforts and pressures to force us 
to get out of that business. 

The avowed object of Gray Line to force us out of the sightseeing business 
becomes more troublesome to us at D. C. Transit when we realize that, as chair- 
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man of the Select Committee on Small Business, you support their position. I 
must confess that I was very disturbed and troubled by the statement that you 
made to me in our July 10th conference, that you personally hoped that ‘‘some 
arrangement could be reached” whereby D. C. Transit would “surrender” its sight- 
seeing business as one solution to this matter. Your suggestion, as reflected in the 
memo to the files of Staff Director B. H. Jacques (exhibit F enclosed herewith), 
is very alarming to us. In the memo of Staff Director Jacques, he states your 
proposal to be that if we surrendered our right to engage in the sightseeing busi- 
ness, we would be compensated therefor in some fashion. We are at a loss, Mr. 
Chairman, to understand how that could be worked out within the framework 
and spirit of the franchise to which Congress gave such careful consideration in 
1956. 
BASIC ISSUES AT THE APRIL 22 CONFERENCE 

At pages 8 through 12 of the printed hearings, there is a memorandum of a 
conference held on April 22 prior to the institution of the public hearings. That 
memorandum shows that in the April 22 conference, Mr. Everett MacIntyre, 
general counsel of the Select Committee on Small Business, stated the issues 
involved in the complaints as falling into two general categories. The first issue 
raised by Mr. MacIntyre was whether the tax exemptions granted D. C. Transit 
constituted an unfair competitive advantage for D. C. Transit in the sight-seeing 
business. The second issue raised by Mr. MacIntyre was whether mass-transit 
fares were being used by D. C. Transit to subsidize alleged losses in the sightseeing 
business. A careful examination of pages 8 to 12 of the printed hearings shows 
clearly that these two issues were the only issues raised by Mr. MacIntyre and the 
staff of the committee during the April 22 conference. 

When I appeared before the committee on May 19, I endeavored to answer the 
two above-described issues, both of which I felt were matters which had to be 
evaluated within the context of the overall problems of the District of Columbia 
and its mass transit needs. 

In my presentation of May 19, I made no effort to answer in detail any of the 
numerous charges at the public hearings which went far beyond the issues raised 
at the April 22 conference. 

The reason D. C. Transit did not have any representative present at any of the 
public hearings was because we relied upon the assurances given to us by counsel 
to the committee that the only issues in which the committee was interested were 
those discussed at the April 22 conference. After reading the public hearings I 
realized I should not have relied on Counsel MacIntyre’s assurances since the 
public hearings far exceeded the April 22 issues. 

Later on below I will answer in detail the charges made in those portions of 
the public hearings which were not involved in the April 22 conference. Before 
doing that, however, I would like to review briefly my answers to the two issues 
raised at the April 22 conference. 

(1) Special tax benefits 

Much was said during the public hearings about the special tax benefits which 
D. C. Transit was granted by its franchise. As my testimony and the testimony 
of James H. Flanagan indicated at the public hearings, the alleged tax advantages 
are actually minor and unimportant even to a small-business man. For example, 
the net effect of the gasoline tax exemption amounts to approximately $200 to 
$300 to any individual small-business man engaged in the sightseeing business, 
What is even more important, moreover, is that we at D. C. Transit do not 
even get the gasoline tax exemption once we are making the allowed 6% percent 
rate of return. Thus, the exemption is only applicable to the extent to which 
we do not earn the 6% percent rate of return. 

During the hearings, counsel for the committee, Everett MacIntyre, engaged 
in an argument with the president of the Board of Commissioners of the Dis- 
trict of Columbia, Robert B. McLaughlin, over the legal question of whether 
D. C. Transit was entitled as a matter of law to a gas tax exemption on our 
sightseeing business. Mr. McLaughlin advised the committee that Corporation 
Counsel of the District of Columbia (Chester Gray) had given the Board of 


Commissioners a written opinion to the effect that D. C. Transit was entitled 


to a gas tax exemption on its sightseeing business to the extent we did not earn 
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our 6% percent rate of return. Commissioner McLaughlin testified that he and 
the Board of Commissioners approved and concurred in that opinion. Counsel 
MacIntyre argued the merits of that opinion with Commissioner McLaughlin. 
Commissioner McLaughlin, nevertheless, stood firm in support of the opinion 
of Corporation Counsel. 

Notwithstanding the opinion of Corporation Counsel favorable to us, I of- 
fered on July 10 to pay the gas tax on our sightseeing operations in an effort 
to meet the competition of all other sightseeing companies on equal tax terms. 

In my testimony I also advised the committee that I supported the proposed 
legislation which grants sightseeing companies an exemption from the mileage 
tax of the District of Columbia. Such legislation in the form of H. R. 11246 
was passed by the House of Representatives on June 23, 1958. 

Between the tax concession of July 10 and the favorable action of the House 
on H. R. 11246 on June 23, the tax advantage issue is academic and moot. 


(2) Subsidy 


The second major issue advanced by Mr. MacIntyre at the April 22 confer- 
ence was whether the mass-transit fare structure should be used allegedly to 
subsidize sightseeing operations of D. C. Transit. This issue is, on its face, 
deceptive because it assumes what is not a fact, namely, that the fares of the 
mass-transit public are being used to offset alleged losses in the sightseeing 
business. Such assumptions are not valid since, wholly apart from our sight- 
seeing operations, we are not even close to earning the 6% percent rate of re- 
turn provided by our franchise. If, after adding back all alleged sightseeing 
losses, We are still not earning our 614% percent rate of return to which we are 
entitled by law, then it certainly is not true that the mass-transit fare struc- 
ture is being used to subsidize sightseeing operations. 

All the facts as to our finances and as to our 6% percent rate of return are 
at issue in the present rate case before the Public Utilities Commission of the 
District of Columbia, and I believe that the findings of the PUC in the present 
rate case will bear out all of my statements on this issue. That is one of the 
reasous I have requested and I again request here that the hearings before 
your committee be reopened after the conclusion of the present PUC rate case 
so that the order of the PUC can be made a part of the record on this important 
issue in this matter. 

Because I am so certain that there is no subsidy in fact and because I am so 
certain that the PUC will so find, I have agreed to make the concessions which 
i have described in my letters to PUC Chairman George E. C. Hayes of July 
10 and 14 (exhibits B and D enclosed herewith). As I have indicated, I have 
agreed to allocate all appropriate revenues and expenses to our sightseeing, char- 
ter, and limousine operations and to exclude all such revenues and expenses for 
the purpose of determining the rate of return and our rate base in the present 
PUC rate case and in all future rate cases, 

As the result of my two letters to the PUC, it is clear that the so-called issue 
of “subsidy” is no longer a realistic issue. After I filed my letters of July 10 
and 14 in the present PUC rate case, the PUC ruled on July 15, 1958, that the 
question of subsidy is no longer an issue in the present D, C. Transit rate case 
before the PUC. Over the objections of counsel for Gray Line and our other 
competitors, the PUC has now conclusively ruled that in view of my concessions, 
the matter of the alleged subsidy was not an issue in that proceeding or in any 
future transit rate case. 

This recent ruling of the PUC is most important and should be made a matter 
of record in the hearings before the Select Committee on Small Business. It is 
because of such ruling in the PUC rate case and other similar rulings which 
will be forthcoming hereafter, that I have requested, and I once again request, 
that the hearings before the Select Committee on Small Business be reopened 
to permit such PUC orders to be made part of the official record. . 

My letters to the Honorable George E. C. Hayes of July 10 and 14 (exhibits 
and D attached hereto) rendered academic and moot the two above-described 
basic issues raised by Counsel MacIntyre on the Select Committee on Smali 
Business. Such two letters answer completely all of the matters as to which 
the public hearings were presumably called to investigate. 

As pointed out above, however, the public hearings went far beyond the 
limitations established by Counsel MacIntyre on April 22. After having limited 
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the issues on April 22, Counsel MacIntyre proceeded in the public hearings to 
go into what amounted to a fishing expedition along totally irrelevant routes on 
every possible grievance our competitors could conjure up. To the extent 
possible, we answered all of the charges presented in the cross-examination by 
Counsel MacIntyre. ; 


SPECIFIC CHARGES OF UNFAIR COMPETITION MADE BY OUR COMPETITORS 


The charges of unfair competition made by our competitors are, in some cases, 
so vitriolic and distorted that they deserve no response or reply. In some cases, 
they are so much a figment of the imagination of some of the embittered com- 
petitors that the only answer we can give is to deny the charges under oath and 
press our competitors to substantiate their charges. The conditions here are 
such as to warrant the challenge to our competitors either to put up their 
evidence or to shut up. 

For example, our competitors have implied or said that we have been operat- 
ing at a loss deliberately for the purpose of and with the express intent of 
forcing them out of business. Nothing could be farther from the truth. We 
believe that there is room in the sightseeing business in Washington for all of 
the existing sightseeing businessmen, including Gray Line, and D. C. Transit. 
The charge, however, that we are operating at a loss for the express purpose 
of driving competition out of business, is totally false and unjustified and our 
competitors know they cannot prove it. 

One of the most ridiculous, if not stupid, charges which has been made is that 
D. C. Transit is a “monopoly” in the sightseeing business. The figures already 
in the record disprove this charge and show that the contrary is true, namely, 
that there is a monopoly in the sightseeing business in the District but the mono- 
polist is Gray Line. Thus, the record shows that Gray Line did over $1,200,000 
of sightseeing business in 1957 whereas D. C. Transit has done only $400,000 of 
sightseeing business in 1957. 

In addition, the records show that Gray Line controls 11,848 hotel rooms in the 
District of Columbia whereas D. C. Transit only controls 1,485 hotel rooms. 

Another example of the monopolistic character of Gray Line is their asso- 
ciation with the National Gray Line Organization which operates in approxi- 
mately 100 major cities through the United States and Canada and which is 
constantly obtaining sightseeing business for their District of Columbia branch. 
All of the National Gray Line companies forward all of their sightseeing busi- 
ness in the District of Columbia to and through the local Gray Line company. 

Another charge leveled against D. C. Transit by our competitors is that we 
have engaged in unfair price competition in the sightseeing business. This charge 
is not substantiated by the facts. In my testimony of May 19 I enthusiastically 
endorsed the suggestion that all rates and commissions be established and super- 
vised by the PUC. The reply that such legislation would be ineffective because 
of the interstate problems involved is not a realistic reply. If rates were regu- 
lated locally, the impact of such regulation would be felt on all sightseeing busi- 
ness both within and without the District of Columbia. 

At several places in the printed hearings, D. C. Transit is charged with engag- 
ing in unfair competitive practices by paying higher commissions on sightseeing 
tours than the comparable commissions paid by Gray Line and other sightseeing 
companies. Since the table contained at page 167 of the printed hearings is not 
completely self-explanatory, I enclose herewith as exhibit J a new table which 
shows the comparable commissions paid by D. C. Transit and Gray Line. 

The enclosed table shows that on 10 comparable tours, the average commis- 
sions paid by D. C. Transit and by Gray Line are virtually identical with a dif- 
ference of only one-half of 1 cent on the average. In comparing exhibit J with 
the table on page 167 of the printed hearings, the following explanation is neces- 
sary. The table on page 167 of the printed hearings contains two different 
columns of commissions for Gray Line. The 25-percent column is the amount 
paid as commissions on tours booked nationally; i. e., outside of Washington, 
D. C. The 30-percent column contains the commissions paid locally; i. e., with- 
in Washington, D. C. The column of commissions paid by D. C. Transit is the 
same for both nationally booked tours as for locally booked tours. Accordingly, 
exhibit J, attached hereto, is simplified to the extent that it shows only the local 
commissions naid by Gray Line as compared with the comparable commissions 
paid by D. C. Transit. 
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As exhibit J, attached hereto, shows, if the commissions paid by D. C. Transit 
and Gray Line on the 10 tours are averaged off, the difference is less than six 
tenths of 1 cent per tour. If evened out in each case to the nearest cent, the 
average commission paid by Gray Line is $1.41 per tour and the average com- 
mission paid by D. C. Transit is $1.41 per tour. 

I wish to call the attention of the committee to the fact that, whereas Gray 
Line claims that we give greater commissions to the sales agents in order to 
take business away from Gray Line, the record shows that it is Gray Line which 
offers the highest commission on group charter business; i. e., 10 percent com- 
mission on group charter business to railroad agents, travel agents, and tour 
operators. By way of comparison, we pay no commission on such group busi- 
ness. Gray Line adopted this practice on September 18, 1957, to our disadvan- 
tage and to the disadvantage of all other small sightseeing companies in the 
District of Columbia. 

I also wish to call the attention of the committee to one of the most damaging 
monopolistic practices in the District of Columbia sightseeing business; i. e., the 
exclusive sightseeing desk arrangements which most of the leading hotels have 
with Gray Line. This arrangement makes it virtually impossible for any com- 
pany other than Gray Line to get any sightseeing business from the guests of 
those hotels. D. C. Transit on several occasions has endeavored to enter into 
contracts with some of these hotels which would permit both D. C. Transit and 
Gray Line (or any other sightseeing company interested) to have sightseeing 
desks in the different hotel lobbies. We would be willing in all such cases to 
join with Gray Line or any other sightseeing company in having nonexclusive 
sightseeing facilities at each hotel. We believe that the exclusive sightseeing 
contracts, which Gray Line now has with the leading hotels, constitutes a viola- 
tion of common-law free trade and of section 2 of the Sherman Act. 

On April 4, 1957, and again on July 10, 1957, I wrote letters to all the ap- 
propriate hotels in Washington charging that the Gray Line exclusive leases 
were in violation of free competition and that there appeared to be a con- 
spiracy on this matter. I enclose herewith, as exhibits K and L, copies of the 
form I used in sending those letters to the various hote!s 

One great contribution the Select Committee on Small Business can make 
to the small sightseeing businessmen of the District of Columbia is to encour- 
age and propose legislation to require all hotels in the District of Columbia to 
modify their exclusive sightseeing contracts so that they will no longer be 
exclusive but will permit the free forces of competition to give better sightseeing 
to all the guests of those hotels. 

We at D. C. Transit believe that these exclusive contracts at Gray Line should 
be not only investigated by the Select Committee on Small Business but should 
also be investigated by the Department of Justice for potential violation of the 
Sherman Antitrust Act. 


RIGHT OF D. C. TRANSIT TO BE IN SIGHTSEEING BUSINESS 


All during the April 22 conference and the public hearings, one issue ap- 
peared to me to stand out as the underlying and all-important issue in the hear- 
ings. That issue was and is whether D. C. Transit should be permitted to be 
in the sightseeing business at all. 

All the efforts of Gray Line over the past many months have been directed at 
trying to force D. C. Transit out of the sightseeing business or, alternatively, to 
force D. C. Transit to buy out Gray Line at an excessive price. The suggestion 
by Gray Line that D. C. Transit should surrender its sightseeing business was 
endorsed in principle by you, Mr. Chairman, in your conference with me of July 
10. As the memorandum of your staff director, B. F. Jacques, indicates (exhibit 
F enclosed herewith), the suggestion is that D. C, Transit surrender its sight- 
seeing business and be compensated therefor in some appropriate manner. 

This suggestion is really the only issue in the entire controversy. All com- 
plaints seem to be directed at this end. Presumably, everyone would be happy 
if D. C. Transit surrendered its sightseeing business. 

The question of whether D. C. Transit should surrender its sightseeing busi- 
ness is One which must be considered, as pointed out above, within the context 
of the requirements of the District of Columbia and particularly of its trans- 
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portation Needs. Legs than 2 years ago, the Congress laboreq long and hard 
Ver this question anq concluded that D. ©. Transit Should be Permitted to en- 
sage in sightseeing and specia] charter operations. 
Even if Congress had not included the express Permission sranted D, @. 
Transit to eng; Se in such business, there js no doubt that we hevertheless could 
have engaged in Such business as a validly existing corporation Organized under 
the fenera] Corporation laws of the District of Columbia and Operating Within 
the Prescribed Sightseeing Statutes, rules, and regulations of the District of 
Columbia. In order that there be no Possible question about this sy 
ever, Congress Specifically authorized us to engage in Sightseeing and Special 
charter Operations in Clear and Unequivocg] terms in Section 6 of Our franchise. 
The reasons Congress authorized US LO engage in sightseeing and charter opera- 
tions are contained in sreater length in my Prepared Statement and oral testimony 
of May 19, before the Seley Committee on Smail] Business. As ] explained there, 
Sightseeing and charter Operations haye been traditionally interwoven With the 
destiny of MASS transit Operations. From time immemorial. transit companies 
have developed their Sightseeing businesses. both as added sources of mMuch-neede 
revenues. and (0 glamorize Service which might Otherwise have been dull and 
unexciting 
An even more important reason for tra) Sit si shtseeing operations ig that they 
anpower and equipment are 
Otherwise idle: j. e., the hours between 10 a. m. and 4 p.m. 
As J testified on May 19, in MY opinion the succes. 
System depends on What we do With the e; 


bject, how- 


’erve to bring in revenues during the Periods y hen m 


or failure of any transit 

UDtY seats hetween 10 a. m, and 4p. m. 

ff D.C. 7 ransit were unable to yse its facilities to bring jn revenues jn the 
(Transit riders woud be sq Severe 
as tO require higher fares As all the Members of the Cong 
Di: 0; Transit have been trying every fechnique 


off-peak hours. the resulting burden on the mass 


ress know, We at 
POSSible to increase our net rey. 
enues without S0ing above ¢) e€ 20-cent cash fare, 

As al] Members of the Congress are also aware, we have had to raise our 
annual cost Of labor &] Million per year above the “mount being paid for equival- 
ent service When ] acquired the transit System in 1956, Only ree, ntly have wa 
had to resort to a request for 4n increase in fares to offset the increased costs, 
This request still does hot go above the 20-cent cash fare. All we hay 
in the Present PuC rate case js the éeliminati n of the Coken and the Weekly per- 
mit and an increase in schoo] fares from 7% cents Co 10 cents. We have done 
everything POSsible to avoid asking for more than a 20-cent cash fare. If we 

Services, wa Will lose the ad- 
vantages Which we NOW receive from Utilization of idle labor and equipment. 
In such case, an increase in fare above 29 cents will be hecessary, 

Much has heen Said in the public hearings Co the effect that we are technically 
losing money in the sightseeing business. Such js hot the cage. Since this 
earing fore the 
are losing money 
has entered its order on 


© requested 


re unable to continue our sightseeing and charter 


Inatter js Presently the subject of inquiry in a Guasi-judicja} h 
PUC, I wo ld suggest that the Gestion of wh, ther or not we 
on Sightseeing business be deferred Until after the PUG 
that Subject in the Present rate case, 

It is becanse that order iS so important that I have requested and T once again 
here request that the Select Committee on Smal] Business reopen the hearings 
after the PUC rate Case is completed and after the order of the PUC has been 
entered, 

AS an Advance indication of what T believe the Puc Will find. 


I wish to sug- 
fest to the Select Committee On Small J 


USiness that D. @. Transit has not only 
not lost money as the result of its Sightseeing Operations, but rather has Drofited 
Substantially in the Verall picture because Of such Sightseeing operations, A 
careful examination of the results of Sightseeing Promotional] work proves my 
point, 

In 1952, the Dassenger revenue in the District of Columbia was $26:999,778. In 
1958 it was $26,287,370, a decline of $712,408. or 2.6 Percent. Tn 1954, it amounted 
to $24,642,776. a further decline from 1953 revenue of $1,644,594. or 6.3 percent. 
A strike was experienced in 1955, Which Prevents comparison. However, in 
1956, Passenger revenues were $23,488, 502. This represents a further decline of 
$1,154,274 from the 1954 leye] Or a decline of 4.7 percent for the 2 Years, 

For the first time, the year 1957 shows that the onstant decline has been 


were 


arrested. The Passenger revenues from D. C. operations jn that year 
$23,600,824. or $112,399 more than the figure for 1956, 

Meanwhile. Passenger revenues in other large Cities, Such as Cleveland. De- 
troit, Boston, Philadelphia. and Kansas City continued to decline during 1957. 
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The upward trend in passenger revenues in the District of Columbia are due, 
I can prove, to the publicity given to all operations of the company by the glamour 
and advertising of the name “D. C. Transit” in connection with our sightseeing 
and charter business. 

Another example of the impact of such sightseeing glamour is what happened 
to our revenues the day after we put on to the streets our air-conditioned Silver 
Sightseer, which is our special air-conditioned streetcar which runs from Peace 
Monument at the foot of the Capitol to the White House and back again. Short- 
ly after inaugurating the Silver Sightseer with all of the accompanying fanfare, 
publicity, and glamour, our passenger revenues jumped substantially over the 
preceding year. 

If the average annual decline on our passenger revenues of 3.3 percent, ex- 
perienced by our predecessor 1954 through 1956, had prevailed during 1957, it 
would have meant a loss in revenue of $822,097. Not only did ID). C. Transit not 
sustain such a loss in revenue, but we actually increased our transit revenues in 
1957 by $808,580 over the corresponding revenues for 1956. The actual gross 
improvement must, therefore, be considered as $1,130,677. The net return out of 
that $1,130,677 exceeds by far the alleged losses which our competitors and the 
staff of the PUC might claim we sustained. 

The public hearings contained statements by one of the staff members of the 
PUC to the effect that, in his opinion, we sustained a loss of approximately 
$200,000 on our sightseeing operations in 1957. It is important to note that this 
is only the opinion of one meniber of the staff of the PUC (J. William Falk). Not 
only is the above conclusion the mere opinion of a staff member of the PUC, but 
an examination of the records of the PUC shows that the Commission has quite 
frequently overruled its staff member, Mr. Falk. 

The contention of PUC staff member Falk that D. C. Transit lost $200,000 in 
its 1957 sightseeing operations is erroneous because his computations charged to 
sightseeing operations the full amount of the wages of operators and the full 
amount of depreciation on equipment, most of which would otherwise have been 
idle and unutilized during the period used for sightseeing. If, moreover, the 
charges for such labor and equipment are charged to sightseeing, then the equiv- 
alent amount of such expenses should be withdrawn from the mass transit 
charges, thereby increasing mass transit profits accordingly. If, therefore, it is 
said that sightseeing operations resulted in a loss, it necessarily must follow that 
our other net profit was understated proportionately by the absorption in sight- 
seeing operations of costs which otherwise would have been charged to mass tran- 
sit operations. 

Similarly, advertising of sighting operations is not properly chargeable entirely 
to sightseeing revenues. As I have shown above, our sightseeing advertisements 
and sales promotion work have resulted in a direct increase in transit passenger 
revenues. Most, if not all, of such advertising should be charged to mass transit 
operations. But if, following the Falk theory, all such advertising is allocated 
to sightseeing, then transit net profit has been understated by the amount of 
advertising benefit which sightseeing has absorbed. Again, if sightseeing results 
in 2 loss on the Falk theory, mass transit would contain an equivalent and off 
setting profit because of the charges which it has been relieved of through the 
sightseeing operations. 

Finally, as I pointed out above, the overall result of sightseeing sales promo- 
tion has been to increase gross passenger revenues through the inducement to 
more persons to ride our streetcars and buses. All of the upward turn in pas- 
senger revenues should be attributed to our sales promotion work in the sight- 
seeing business. 

The above reasons constitute the real reasons why Congress wisely authorized 
us to engage in the sightseeing business. We regard our privilege of engaging 
in the sightseeing business as vital to our entire transit operation. Without it, we 
do not wish to be in the transit business. 

To you, Mr. Chairman, who suggested that we surrender our sightseeing busi- 
ness, and that we be compensated therefor in some appropriate fashion, I can 
only say that IT can think of no compensation which would adequately replace the 
importance of sightseeing to D. C. Transit. 

Respectfully submitted. 

O. Roy CHALK, President. 


26969—58—pt. 2——3 
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Exuisit A 


D. C. TRANSIT SysTeEM, INC., 
Washington, D. C., July 7, 1958. 
Re sightseeing business hearings 
Hon. WRIGHT PATMAN, 
Chairman, Select Committee on Small Business, 
House of Representatives, Washington, D. C. 

Deak Mr. CHAIRMAN: The printed hearings of the proceedings before your ‘ 
committee on May 12, 16, and 19, 1958, have just come to my attention and, for 
the first time, I was able to read the charges made against D. C. Transit by our 
competitors. As you probably know, when I appeared before you on May 19, I 
testified in a general way and endeavored to answer the particular questions 
directed to me. At that time, I was unable to and made no attempt to answer 
in detail all of the charges made by my competitors because I had not been 
furnished with any of the details of their testimony. 

Most of my competitors’ charges relate to matters which are currently the 
subject of a judicial hearing before the Public Utilities Commission of the Dis- 
trict of Columbia. Many of the questions raised at your hearings will be the 
subject of findings by the PUC in their current hearing, which is scheduled to 
conclude on or about July 15. 

Now that I have read the printed hearings of May 12, 16, and 19, 1958, I 
would very much like the opportunity of appearing before your committee once 
again to answer point by point the unanswered charges made by my competitors. 
I note that at the conclusion of your hearings on May 19, you ordered that the 
committee stand in recess subject to the call of the Chair. 

In view of the above, I respectfully request that you set this matter down for 
further hearings on a date subsequent to the conclusion of the present PUC 
hearings, so that I may appear and answer in detail my competitors’ charges and 
so that your committee will have the benefit of the findings and order of the PUC 
in the present proceeding. 

Very truly yours, 
O. Roy Cnark, President 


Exnisit B 


D. C. Transit System, INC., 
Washington, D. C., July 10, 1958 
Re PUC No. 3602 
Hon. GrorceE E. C. HAYES, 
Chairman, Public Utilities Commission of the District of Columbia, 
District, Building, Washington, D. C. 

DEAR Mr. CHAIRMAN: With reference to the above matter, we wish to advise 
you that, even though we believe Congress intended us to have certain advan- 
tages in the sightseeing business so that we might diversify our operations and 
minimize the necessity of future increases in fares, we are nevertheless pre- 
pared to make the following voluntary concessions to the small sightseeing busi- 
nessmen of the District of Columbia, who through no fault of their own do not 
have this tax advantage and with whom we are competing in the sightseeing 
business : 

(1) To pay voluntarily from July 1, 1958, forward, the District of Columbia 
motor vehicle fuel tax on all of our sightseeing operations ; 

(2) To work out, if possible, an agreement with the staff of your Commis- 
sion, as to a set of rules for the allocation of all appropriate items to our sight- 
seeing operations ; and 

(3) To exclude all sightseeing operations, profits and/or losses, for purposes 
of all present and future rate proceedings or determinations. 

Very truly yours, 


O. Roy CuHaKk, President. 
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ExurBit C 
JULY 10, 1958. 
Re sightseeing business hearings 
Hon. WRIGHT PATMAN, 
Chairman, Select Committee on Small Business, 
House of Representatives, Washington, D. C. 

Deak Mr. CHAIRMAN: With further reference to my letter to you of July 7, 
I enclose herewith a copy of a self-explanatory letter I have this date delivered 
to the Public Utilities Commission of the District of Columbia and I herewith 
request of you that the enclosed letter be made a part of the official record 
in the above matter. 

I would also like to show you and your committee that the complaint filed 
with your committee by Gray Line, Inc. was not filed in good faith. 

Ever since I took over the transit system in August 1956, Gray Line, Inc. 
has been endeavoring to persuade me to buy out their company. At the in- 
stance and request of officials of Gray Line, Inc., I did meet with them on sev- 
eral occasions to discuss their proposals and on those occasions they gave me 
their most intimate financial figures in an effort to induce D. C. Transit to buy 
them out. We were not interested because the price they asked was excessive. 
I believe their complaint to your committee is a further effort on their part 
to bring pressure to bear on D. C. Transit to buy them out at an excessive price 
for their company. 

Very truly yours, 
O. Roy CHALK, President. 





ExuHIBIT D 


D. C. TRANSIT SYSTEM, INC., 
Washington, D.C., July 14, 1958. 
Re: PUC No. 3602. 
Hon. GEorGE E. C. HAYES, 
Chairman, Public Utilities Commission of the District of Columbia, 
District Building, Washington, D.C. 

DEAR Mr. CHAIRMAN: It has come to my attention that your staff has made 
certain inquiries as to the extent to which my letter to you of July 10 applies 
to charter (including Government contract) and limousine services. 

Please accept this letter as an amendment of paragraphs 2 and 3 of my July 10 
letter such that they now read as follows: 

“(2) To work out, if possible, an agreement with the staff of your Commis- 
sion, as to a set of rules for the allocation of all appropriate items to our sight- 
seeing, charter (including Government contracts) and limousine operations; and 

“(3) To exclude all sightseeing, charter (including Government contracts) 
and limousine operations, profits and/or losses, for purposes of all present and 
future rate proceedings or determinations.” 

Very truly yours, 
O. Roy CHALK, President. 


Exursit E 


SELECT COMMITTEE ON SMALL BUSINESS, 
OF THE HOUSE OF REPRESENTATIVES, 
Washington, D. C., July 10, 1958. 
Mr. O. Roy CHALK, 
President, D. C. Transit System, Ine., 
Washington, D. 0. 


DEAR Mr. CHALK: Your letter of July 7, 1958, was received yesterday. In 
it you have requested that I call a meeting of the House Small Business Com- 
mittee for the purpose of holding a further public hearing on the “complaints of 
small- and independent-business men operating sightseeing businesses in the 
District of Columbia. 

You state that your request that I call a meeting for the purpose of holding 
a further public hearing on this matter is based upon your unawareness and in- 
ability to ascertain the nature of the complaints made by small- and independent- 
business men against your company until you had read the printed record of the 
hearings held May 12, 16, and 19, 1958. 
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In a conference I had with you, your attorney Mr. Spear, and Mr. B. H. 
Jacques, staff director of the House Small Business Committee, in my office this 
morning, this matter was thoroughly discussed. At that time it was pointed 
out to you that the printed record shows that not only were you advised during 
conferences prior to the date on which public hearings were held concerning 
the nature of the complaints, which had been made against D. C. Transit System, 
Inc. operations of its charter and sightseeing businesses, but also through corre- 
spondence I had with you prior to the date of the public hearings. Also, all hear- 
ings were public. It was noted that a representative of your company, namely, 
Mr. Flanagan, executive vice president and comptroller, attended the hearings 
and listened to the charges which were made by small- and independent-business 
men against D. C. Transit System, Inc. Moreover, the transcripts of the hear- 
ings were available for a reading by representatives of your company each day 
of the public hearings. 

On the occasion of the conference in my office today, neither you nor Mr. 
Spear asked that the hearings be reopened. It was clearly understood that no 
additional hearings would be held. Instead, you and Mr. Spear suggested that 
you be permitted to file with the committee for its files a statement setting forth 
certain information and facts which you feel should be mentioned in the com- 
mittee’s report on this matter. 1 agreed to the filing of such a statement pro- 
vided it would be delivered to my office not later than Wednesday noon, July 
16, 1958. It is expected that appropriate reference would be made to the 
content of any such statement at an appropriate place in the report of the com- 
mittee on this subject. 

During the course of our conference today, you indicated that you assumed 
that the report covering the hearings of this committee on the complaints of 
small and independent sightseeing concerns will be distributed in the immediate 
future and asked that that report treat you fairly. 

I take advantage of this opportunity to refer also to your letter to me under 
date of July 10, 1958, with which you enclosed a carbon copy of a letter under 
date of July 10, 1958, from you to the Chairman of the Public Utilities Commis- 
sion of the District of Columbia. In that letter you stated that you are 
prepared to make certain concessions to the small sightseeing businessmen of 
the District of Columbia, who through no fault of their own do not have tax 
advantages and with whom D. C. Transit System, Inc. is now competing in the 
sightseeing business. In that connection you asserted that in your statement 
you would acknowledge that whatever concessions you are making in this re- 
spect have been prompted by the study, consideration and public hearings de- 
voted to this matter by the House Small Business Committee. 

You may be assured that it is not the purpose of the House Small Business 
Committee to harm D. C. Transit System, Inc. Its purpose is to prevent any 
undue harm to small- and independent-business men who are in competition 
with D. C. Transit System, Inc. in charter and sightseeing operations. 

Sincerely yours, 
WriGHT PATMAN, Chairman. 





ExHIsBiIT F 


SeLect COMMITTEE ON SMALT BUSINESS, 
OF THE HoUSsE OF REPRESENTATIVES, 
Washington, D. C., July 11, 1958. 
Mr. O. Roy CHALK, 
President, D. C. Transit System, Inc., Washington, D.C. 

DeaR Mr. CHALK: The Honorable Wright Patman, chairman of this com- 
mittee, has asked me to send you a copy of the enclosed memorandum summariz- 
ing the conference held in his office yesterday morning. 

Sincerely yours, 


B. H. Jacques, Staff Director. 
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SELECT COMMITTEE ON SMALL BUSINESS, 
OF THE HOUSE 0# REPRESENTATIVES, 


Washington, D. OC. 
Memorandum to: Files. 


From: B. H. Jacques, staff director. 
Subject: Conference re D. C. Transit System, Inc. 

At 9:30 a. m., July 10, 1958, Mr. O. Roy Chalk and his attorney, Mr. Spear, 
conferred with the Honorable Wright Patman, chairman of this committee, re- 
specting hearings held by the committee involving the operations of that com- 
pany. I attended this conference which lasted until about 10:15 a. m. 

During the course of this conference, Mr. Chalk explained that the sightseeing 
services had proved to be of definite value in promoting patronage on his street- 
cars and buses. He pointed out that public transportation systems all over the 
United States incurred diminished patronage in prior years by 5 percent or more, 
but that after he had operated the D. C. Transit for 1 year, he incurred no 
decline but instead brought about increased patronage. He attributes this 
favorable result to the fact that he has publicized and advertised extensively 
the streetcar and bus facilities. He pointed out that he raised the pay of em- 
ployees aggregating a million dollars for 1 year; that he has always been on the 
side of small business and has no intention or desire to harm any small-business 
men in the sightseeing business in the District of Columbia and believes he has 
not utilized any unfair method of competition. 

The chairman mentioned that he had hoped that some arrangement could be 
reached whereby the sightseeing business could be surrendered by Mr. Chalk, it 
being understood that he would be compensated therefor in some fashion, which 
was appropriate. Mr. Chalk countered by stating that the sightseeing services 
served to glamorize and effectively publicize the operations of the streetcar and 
bus lines. 

Mr. Chalk presented to the chairman a letter addressed to the chairman dated 
July 10, transmitting a copy of the letter written by Mr. Chalk to Mr. Hayes, 
Chairman of the Public Utilities Commission. 

With reference to the concessions set forth in the letter to Mr. Hayes, Mr. 
Chalk commented that it was his opinion that those concessions were brought 
about by the hearings held by the House Small Business Committee, and that he 
intended to announce publicly that such credit should be given to this com- 
mittee; that this committee generally provides a valuable and constructive serv- 
ice in behalf of small business and that he, Chalk, hopes the committee will 
continue to do so. 

Mr. Chalk indicated that he assumed that the report covering the hearings 
of this comimttee will be distributed in the immediate future. He asked the 
chairman that the report treat him fairly. In this connection Mr. Chalk pointed 
out that he has not used any unfair method of competition, and that he has 
no desire whatsoever to injure competitively, or otherwise, any of the smaller 
sightseeing companies or any of his competitors in that field. He asked that 
the report reflect this attitude. 

The chairman mentioned that the transcripts covering each day’s hearings 
were available, and that the hearings were public. In addition, Mr. Patman 
mentioned that Mr. Chalk and representatives of other sightseeing companies 
had participated in the conference held prior to the opening of the first day’s 
hearings, and that during this conference, the nature and scope of complaints 
made to the House Small Business Committee by small-business men against 
D. C. Transit System, Inc., were discussed fully (see pp. 8-12 of the printed record 
of hearings on this matter). 

Mr. Spear then announced that neither he nor Mr. Chalk had read those 
transpcripts, and actually did not know until a few days ago the nature of the 
testimony received by the committee during the earlier sessions. 

After some further comment Mr. Spear suggested that Mr. Chalk be permitted 
to transmit a letter to the chairman setting forth cerain information and facts 
which they now feel should be considered by the committee. Mr. Spear explained 
that some of the testimony and evidence submitted by some of the representatives 
of the smaller sightseeing companies simply was inaccurate and he referred 
specifically to the testimony imputing increase commissions payable by the D C. 
Transit System. With reference thereto, he explained that some companies 
offer high commisisons to one broker and perhaps lower commissions to others 
and that the D. C. Transit has followed a similar practice, but in any event Mr. 
Spear explained that they would appreciate very much the opportunity of sub- 
mitting such a paper which could be received by the committee before issuance 
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of report. I then commented that it probably would not be proper to permit a 
copy of such a statement to accompany the report at which point Mr. Spear 
commented that such was not contemplated but that he would nevertheless like 
to have the privilege of submitting this letter before report was distributed. The 
chairman agreed thereto and Mr. Spear agreed to deliver the statement in ques- 
tion to my office not later than Wednesday noon, July 16, 1958. 

In discussing and reaching the understanding relating to the submission and 
receipt of the statement referred to in the preceding paragraph, it was clear 
that additional hearings would not be held. In this connection it should be 
stated that at no time during this conference did Mr. Chalk or Mr. Spear ask, and 
certainly they did not urge, that hearings be reopened. As indicated, both Mr. 
Chalk and Mr. Spear appeared to be satisfied, as well as gratified, that the chair- 
man agreed to accept the statement to be submitted on or before July 16, 1958. 

(Copies sent to each member of this committe and to Mr. O. Roy Chalk.) 


Exuipsir G 


BEFORE THE PUBLIC UTILITIES COMMISSION OF THE 
DISTRICT OF COLUMBIA 


PUB NO. 3602 FORMAL CASE NO 460 


IN THE MATTER OF CHANGE IN SCHEDULE OF RATES O1 
LD. C. TRANSIT SYSTEM, INC. 


AFFIDAVIT OF O, ROY CHALK 


QO. Roy Chalk being duly sworn deposes and says: 

(1) I am president and chairman of the board of directors of D. C. Transit 
System, Inc., and maintain my office at the offices of D. C. Transit System, 
Inc., 3600 M Street NW., Washington, D. C. 

(2) Soon after I took over the transit system in the District of Columbia in 
August 1956, Henry F. Burroughs, president of Gray Line, Inc., contacted me and 
requested the opportunity of meeting with me to discuss a proposal by him that 
D. C. Transit System, Inc., buy out his company. 

(3) My first meeting with Mr. Burroughs was in my apartment at the May- 
flower Hotel where Mr. Burroughs discussed with me his proposal that D. C. 
Transit buy out his company. Subsequently, I and other officials of D. C. 
Transit met with Mr. Burroughs on several different occasions over a period of 
many months to discuss the proposals of Gray Line, Inc. During those meet- 
ings, Mr. Burroughs and the other officials of Gray Line, Inc., gave us their 
most intimate financial figures in an effort to induce us to buy them out. 

(4) Negotiations relating to their proposal continued over a period of many 
months and were finally discontinued because we could not come to any agree- 
ment as to price. The price asked by Mr. Burroughs was excessive and was 
far above the fair value of the underlying assets. 

(5) During the discussions Mr. Burroughs had with me about buying out his 
company, he made a statement that I should pay him the price requested because 
it would be cheaper for me to buy him out than for me to compete with him. 

(6) Soon after the negotiations were terminated, I received a call from a 
member of the staff of the Select Committee on Small Business of the House of 
Ktepresentatives, in which I was requested to attend a meeting in the committee 
offices on Capitol Hill to discuss complaints made against the sightseeing opera- 
tions of D. C. Transit System, Inc. I was subsequently advised that such com- 
plaints had been made by Gray Line, Inc., and certain other sightseeing 
companies. 

(7) During the course of the hearings, Gray Line, Inc., filed statements and 
complaints against D. C. Transit which were inaccurate, incorrect, and un- 
justifiably critical of D. C. Transit System, Inc. 

(8) Upon conclusion of the hearings before the Select Committee on Small 
Business of the House of Representatives, Gray Line, Inc., filed a petition to 
intervene in this proceeding alleging that it had a substantial interest in the 
proceeding. According to the petition of Gray Line, Inc., it was adversely 
affected by operations of D. C. Transit which, it alleged, were being operated “at 
substantial losses as a result, among other things, of price concessions, large scale 
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advertising expenditures, and the payment of agency commissions in excess of 
those ordinarily paid by other competitive sightseeing companies, including 
intervenor.” This allegation is inaccurate and incorrect, and does not describe 
the true nature of the competitive conditions which exist between D. C. Transit 
System, Inc., and Gray Line, Inc., in the sightseeing business. 

(9) The petition of Gray Line, Inc., to intervene states further that D. C. 
Transit System, Inc., competes directly with the sightseeing operations of Gray 
Line, Ine., but fails to state that for the past many months Gray Line, Inc., 
has been endeavoring to force D. C. Transit System, Inc., to discontinue all of its 
sightseeing operations. 

(10) On July 10, 1958, D. C. Transit System, Inc., filed with the Public 
Utilities Commission of the District of Columbia an undertaking to exclude 
all sightseeing operations, profits and/or losses, for purposes of all present and 
future rate proceedings or determinations. The petition of Gray Line, Inc., to 
intervene is predicated on the alleged adverse effect which might result to Gray 
Line, Inc., from a rate determination which permits D. C. Transit to “subsidize” 
its sightseeing operations with revenues received from fares authorized by this 
Commission in this proceeding. Even if the allegations of Gray Line, Inc., were 
correct, such alleged “subsidization” cannot result in view of the above described 
agreement of D. C. Transit System, Inc. 

(11) Based upon the above-described considerations, and particularly upon the 
efforts of Gray Line, Inc., to induce me to buy them out and upon their efforts to 
force me out of the sightseeing business, it is my belief that the petition of the 
Gray Line, Inc. to intervene was not conceived or filed in good faith. It is my 
further belief that, as shown above, the principal allegations of such petition 
cannot be substantiated or proved. 

O. Roy CHALK. 
UNITED STATES OF AMERICA, 
District of Columbia, ss: 

On the 10th day of July 1958, before me personally appeared O. Roy Chalk 
known to me and to me known to be the individual described in the foregoing 
affidavit, and, being first duly sworn, on his oath did depose and say that he has 
read the foregoing affidavit by him subscribed; that he knows the contents 
thereof: and that the matters and things therein stated are true to the best of 
his knowledge and belief. 

In witness whereof I hereunto set my hand and official seal. 

Mary Jo FRUHILL, 
Votary Public, District of Columbia. 
My commission expires April 14, 1960. 


Exnuisit H 


LAW OFFICES OF HARVEY M. SPEAR, 
Washington, D.C., July 16, 1958. 
Re sightseeing business hearings 
Hon. WRIGHT PATMAN, 
Chairman, Select Committee on Small Business, 
House of Representatives, Washington, D. C. 


Drak Mr. CHAIRMAN: This morning I conferred with Mr. Bryan H. Jacques, 
staff director of your committee, and requested the opportunity to examine the 
written complaints made to your committee by the various sightseeing companies 
prior to the institution of the hearings on May 12, 16, and 19, 1958. As you will 
remember, in my telephone call to you of Monday morning, July 14, I indicated 
that one of the reasons I needed additional time until Friday of this week to 
prepare the necessary material for Mr. O. Roy Chalk’s supplemental statement 
was that I wished the opportunity to examine the complete record and the original 
complaints in this matter. 

An examination of the written complaints is necessary in order for Mr. Chalk to 
complete his supplemental statement. 

In an affidavit filed by Mr. O. Roy Chalk with the Public Utilities Commission 
of the District of Columbia on July 11, 1958, Mr. Chalk stated under oath that 
soon after he took over the transit system in the District of Columbia in August, 
1956, Henry F. Burroughs, president of Gray Line, Inc., contacted him and re- 
quested the opportunity of meeting with him to discuss a proposal by Mr. Bur- 
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roughs that D. C. Transit buy out Gray Line, Inc. According to that affidavit, 
negotiations relating to the Gray Line proposal continued over a period of many 
months and were finally discontinued because Mr. Chalk and Mr. Burroughs 
could not come to any agreement as to price. According to Mr. Chalk’s affidavit, 
the price asked by Mr. Burroughs was excessive and was far above the fair value 
of the underlying assets. 

Mr. Chalk also states in his affidavit that, during the negotiations, Mr. Bur- 
roughs made a statement that Mr. Chalk should pay Mr. Burroughs the price 
requested by Mr. Burroughs because it would be cheaper for Mr. Chalk to buy 
out Mr. Burroughs than for Mr. Chalk to compete with him. According to Mr. 
Chalk’s records, the negotiations terminated, during the last week of February 
or the first week of March 1958. 

According to Mr. Chalk’s affidavit, soon after the negotiations were ter- 
minated, Mr. Chalk received a call from a member of the staff of your com- 
mittee in which Mr. Chalk was requested to attend a meeting in the committee 
offices on Capitol Hill to discuss complaints made against the sightseeing opera- 
tions of D. C. Transit. Mr. Chalk was subsequently advised that the complaints 
had been made by Gray Line, Iné, and by certain other sightseeing companies. 

Mr. Chalk’s affidavit further states that for the past many months, Gray Line, 
Ine., has been endeavoring to force D. C. Transit to discontinue all of its sight- 
seeing operations, 

The above-described affidavit of Mr. Chalk will be attached as an exhibit to 
his supplemental statement which will be filed with your committee on or be- 
fore noon of this coming Friday. 

After examining in detail all of the evidence included in the printed hearings 
of your committee in this matter, it appears to us that the complaints of Gray 
Line, Inc., may not have been filed with this committee in good faith and that 
such complaints may well have been filed with this committee in an effort to 
pressure Mr. Chalk into buying out Gray Line at an “excessive” price. If such 
is the case, Gray Line is not only in bad faith before this committee, but they 
may well be guilty of attempting to use the good offices of this committee to 
put further pressure on Mr. Chalk. Gray Line’s complaints to this committee, 
the manner in which they may have sought to use this committee and their 
other pressures and unfair practices may also constitute violations of the Sher- 
man Antitrust Act. If the last mentioned possibility is in fact the case, then 
Gray Line would be further guilty of using this committee to further any such 
violations of the Sherman Act as may be shown to exist. 

One important item of evidence in the above matter is the question of the 
dates of the complaints made by Gray Line to this committee. If such com 
plaints were made at or about the time we terminated negotiations for the pur- 
chase of Gray Line, then such fact should be made known to us so that it may 
be included and pointed up in the supplemental statement of Mr. O. Roy Chalk 
to be filed this coming Friday. The importance of such evidence is self-apparent. 
If D. C. Transit can show, as we believe we can, that the complaints of Gray 
Line to your committee have not been made in good faith, we believe such 
showing will be important evidence for your committee to consider in evaluat- 
ing the credibility of the witnesses and in evaluating the substance and merit 
of their complaints. 

As to the general principle of granting us the right to examine the written 
complaints, I wish to point out the basic distinction between your Select Com- 
mittee on Small Business and most of the other committees of the House of Rep- 
resentatives. As we all know, your select committee acts as a quasi-judicial 
body in making findings of fact. We believe that all of the members of your 
committee are entitled to a complete analysis of the evidence, pro and con, on 
all issues before they reach their quasi-judicial conclusions. In order for us to 
present the committee with all the facts, it is necessary for me to examine the 
above-mentioned written complaints. 

Since my deadline is now Friday noon, July 18, time is of the essence. 
Throughout the day today, I will be available for telephone calls at FEderal 
3—5200 on extension 559. 

I am transmitting herewith 13 copies of this letter to assist you in distribut- 
ing 1 copy to each of the members of your committee in accordance with your 
usual practice. 

Very truly yours, 


HARVEY M. SpPear, 
Attorney for D.C. Transit System, Ine. 
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Exnursit I 


SELECT COMMITTEE ON SMALL BUSINESS 
OF THE HOUSE OF REPRESENTATIVES, 
Washington, D. C., July 17, 1958. 
Mr. Harvey M. SPEAR, 
Washington, D.C. 


Dear Mr. Spear: I have your letter of July 16, 1958, which was delivered to 
my office at the close of the day yesterday and brought to my attention promptly 
upon my return from the floor of the House shortly after 5 o’clock. 

At the outset I want to make it clear that, as chairman of this committee, it 
was not my desire to hold hearings dealing with the problems confronting the 
local, small and independent sightseeing companies. In fact, every effort was 
made on my part to avoid doing so. As it developed it was not until after a 
conference was held during March 1958 with the Honorable John L. McMillan, 
chairman of the House District of Columbia Committee, that I agreed to under- 
take that task. Representatives of the sightseeing companies attended this 
conference at which Representative McMillan made it clear that he wanted the 
House Small Business Committee to hold these hearings and to develop facts 
relating to the small business problems involved. 

Referring back to your letter of July 16, requesting the privilege of examining 
those letters of complaint received by the committee prior to about March 1958, I 
must tell you, as I did earlier this morning on the telephone, that this request 
is one which I am unable to consider favorably. 

In the opening paragraph of your letter your mention that during the course 
of our telephone conversation on Monday morning, July 14, you told me that 
you wanted the privilege of examining the complete record and the original com- 
plaints relating to this matter. I am unable to recall any statement which 
you made to me during the course of that telephone conversation which led me 
to believe that you wanted to examine the confidential letters of complaint. 
Had I realized that such a request was intended, I would have advised you at the 
time that such letters could not be released. 

I am sure you are familiar with the policies applied by various congressional 
committees which preclude the release or publication of confidential letters of 
complaint. I also am sure that you recognize the propriety of such a policy. 
In the instant case there appears to be no proper basis for deviating therefrom. 

In your letter of July 16 you assert that you have reason to believe that com- 
plaints submitted to this committee by Gray Line, Inc., may have been filed not 
in good faith because they were presented as a means of applying pressure 
upon Mr. Chalk to purchase Gray Line, Inc., at an excessive price. 

According to your letter, negotiations relating to the purchase of Gray Lines 
terminated on or about March 1, 1958, and you explain that if complaints were 
made to this committee at or about that time, such information should be im- 
parted to you in order that it could be utilized in submitting a supplemental 
statement to this committee. 

In connection with the foregoing question, I believe I can assist you by ad- 
vising that complaints respecting the operations of D. C. Transit System, Inc., 
were brought to my attention, as chairman of the House Small Business Com- 
mittee, by various members of the local sightseeing industry upon various occa- 
sions which antedated by a substantial period of time this date of March 1, 1958. 
The complaints were presented to me personally by representatives of several 
of these companies shortly after the franchise was enacted in July 1956. At this 
time I told these people that the situation in question appeared to be a matter 
that fell within the jurisdicion of one of the standing committees of the House 
and that it should, therefore, be presented to that committee. 

From time to time during 1957 representatives of the various local sightseeing 
companies, including Gray Line, continued to ask me to have the Small Busiress 
Committee investigate the situation which they considered to be competively 
impossible. I persisted in referring them to the appropriate legislative com- 
mittee. Despite the foregoing, during about December 1957 or January 1958, 
representatives of these same sightseeing companies renewed their appeals to 
me, explaining that I should do so because a small-business problem clearly was 
involved. Again, however, I told these complainants that I could not agree to do 
so because it appeared that the District of Columbia Committee was the proper 
congressional forum to handle the matter. This time, however, I also told them 
that if they would again invite the attention of the House District of Columbia 
Committee to this situation and no action was taken by that committee, I would 
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consider further the possibility of arranging for hearings to be held by the Small 
Business Committee. 

It was about 30 days later that I talked with Representative McMillan about 
the situation which conversation led to a subsequent conference with him in 
his office, at which time the problem was discussed further. Finally during March 
1958 another conference was held with Representative McMillan and on this 
occasion he made it clear that it was his desire that the House Small Business 
Committee undertake to investigate the situation in question and hold hearings 
thereon. It was understood that these hearings would cover the small-business 
aspect of the problem. He explained that he would appreciate it if the Small 
Business Committee took such action because he and his committee would then 
have the benefit of the evidence adduced by the hearings and the views of the 
committee that would be set forth in the report relating thereto. Mr. McMillan 
advised that he would arrange to have a member of his staff attend these hearings 
as an observer, which was done. 

I trust that the information recited hereinabove will serve to meet your needs 
for information respecting those dates at which complaints were presented to 
me by representatives of the various sightseeing companies operating in the 
District of Columbia. 

Sincerely yours, 
WRIGHT PATMAN. 


Exuisit J 


Commissions paid on comparable tours—D. C. Transit System, Inec., and Gray 


Line, Ine. 
Tour designation Commissions paid 
Gray Line D. C. Transit Local) Gray |D. C. Transit 
Line 

A. 9 $2. 50 | $2. 50 
B. 3 1. 00 1.10 
Cc 1 1.16 1. 25 
dD. 7 1.03 1. 20 
DB. 10 1.16 1. 20 
E 4 1.09 1. 10 
G f 1.37 1, 20 
H 5 1.09 1.10 
L. 2 1.09 1, 00 
M.. 8 2. 60 2. 50 
Total 14.09 14.15 
Average. _. 1.41 | 1. 41 


Exursir K 


DD. C. TRANSIT System, INC., 
Washington, D. C., April 4, 1957. 

As you know, the D. C. Transit System was authorized by special act of Con- 
gress, among other things, to engage in charter, sightseeing, and transporta- 
tion services to properly serve the transportation needs of the people of Wash- 
ington and its environs. You are also aware of the fact that not only does it have 
the endorsement of Congress, but it has the popular support of the public in over- 
whelming members as well as associations and groups of public-spirit citizens. It 
has only one desire in respect to the transportation problems of the city and that 
is to serve the people individually and collectively to the fullest extent possible. 

Incident to and in keeping with the objectives above described, the D. C. Transit 
System is desirous of offering its charter, sightseeing. limousine, and transporta- 
tion services to the visiting segments of the public who normally pass through 
the public areas of your hotel. This opportunity of selling such transportation is 
not requested on the basis of exclusivity. All we ask is a fair opportunity under 
lease, license, or otherwise, to have allocated to us equal selling space with other 
transportation companies offering similar services in your public areas in order 
to compete with them on an equal basis. 

Your prompt and affirmative reply will be greatly appreciated. 

Yours very truly, 


O. Roy Cuark, President, 
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Exit L 
JULY 10, 1957. 
Mr. Kicu arp H. Nasu, 
General Manager, 
The Willard Hotel, Washington, D. C. 

Deak Mr. Nasu: On April 4 the undersigned directed a letter to you request- 
ing the privilege of representation in the public area of your hotel for the pur- 
pose of making available the limousine and sightseeing services of D. C. Transit 
System pursuant to its franchise granted by Congress. We have thus far been 
unable to attain your concurrence. We also wish to point out that we have thus 
far been unanimously turned down by every large hotel that has responded to our 
request, This strange circumstance, silence on the part of the majority and 
denial or evasion on the part of some of those who responded, leaves us at a loss 
to understand whether or not the large hotels are acting in concert. 

We wish to repeat and reemphasize the fact that we do not seek an exclusive 
license or lease. We wish to make clear that our only purpose and desire is to 
generate business on an equal competitive basis with others, which purpose re- 
quires access to the visiting public through the various hotels in Washington, 
D.C. 

The D. C. Transit System, Inc., as you know, has the responsibility to pro- 
vide mass transportation throughout the Washington metropolitan area. In 
considering our request we trust you will bear in mind that your cooperation 
will strengthen the transit system of our Nation’s Capital. 

We know it is your desire to be cooperative and nonrestrictive, and we there- 
fore again urge your cooperation in granting our request for a mutually profit- 
able arrangement. 

With best personal regards from the undersigned, we remain 

Very truly yours, 
O. Roy CHALK, President. 


THE GRAY LINE, 
Washington, D. C., July 28, 1958. 
Re complaints of small- and independent-business men in the District of Columbia. 
Hon. WRIGHT PATMAN, 
Chairman, House Small Business Committee, 
House of Representatives, Washington, D.C. 

DEAR Mr. PATMAN: We appreciate the opportunity to comment on the letter 
of July 18, 1958, from Mr. O. Roy Chalk, president, D. C. Transit System, Inc., 
to you. 

There is little in the document not already covered in the hearings before your 
committee. To show that it is merely a belated and misleading warmover of 
evidence already in the record, I cited the following: 

1. It implies that Mr. Chalk is not earning the rate of return on his investment 
which Congress, he says, authorized (p.17). The record shows that Mr. Chalk’s 
total personal investment in the D. C. Transit company (whose revenues exceed 
$25 million per year) was only $500,000 (e. g., hearings, transcript, p. 35). For 
this he received 100 percent of the common stock. For the fiscal year ending 
August 31, 1957, that company earned $589,488, after income taxes, and had 
available for dividends on Mr. Chalk’s stocks no less than 118 percent of his 
investment (hearings, transcript, p. 39). 

2. Mr. Chalk again tries to make an issue of the Gray Line sales representa- 
tives in downtown hotels. I have already discussed this matter in my letter to 
the committee of May 27 (hearings, transcript, pp. 170, 171). These sales con- 
cessions no more constitute a monopoly of the sightseeing business of the visitors 
to these hotels than the barber shops in the same hotel lobbies control every 
haircut that the visitors have. 

3. Mr. Chalk suggests again that Public Utilities Commission rate regulation 
would be an effective answer to the complaints against him. Mr. Hayes, Chair- 
man of that Commission, has already stated that such regulation would not be 
wholly effective (hearings, transcript, p. 51). 

4. Mr. Chalk implies that the Gray Line is part of a nationwide organization. 
I have already made clear in my testimony that the Gray Line is an entirely 
independent and local company affiliated in name with the national trade asso- 
ciation, the Gray Line Sightseeing Company Associated (hearings, transcript, 
p. 65). 
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5. Mr. Chalk again raises the stale charge that his charter and sightseeing 
operations are necessary to a successful mass transit operation (p. 27). It is 
puzzling that he can make this argument when his own books show that those 
operations are a financial drain on the mass transit revenues, There is nothing 
inherent in the economics of the industry to support his view that sightseeing is 
essential to mass transit success. To the best of my knowledge the only other 
mass transit corporation in the United States engaged in a sightseeing sideline 
is the city-owned system in Detroit. 

6. Finally, Mr. Chalk puffs his chest once against about his magnificent project 
of glamorizing the D. C. trolley and bus system with a quarter million dollars of 
advertising, including ads in newspapers in other cities not even read by the 
local riders, for his sightseeing services. He might as well have claimed that 
his hostess expense for Trans-Caribbean Airways Was an advantage to the 
transit system and charged that off as well. In any event, we are sure that most 
advertising experts would recommend glamorizing transit operations with transit 
advertising, not sightseeing advertising which reaches a totally different market. 

Mr. Chalk fails to explain the real reason for this late and desperate defense 
of his privileged status. He has had notice of these complaints consistently since 
1956, and certainly knew of the pending investigation when he personally at- 
tended the meeting of April 22. During the hearing itself, I personally saw to it 
that Mr. Flanagan was handed copies of the statements introduced into the 
record. Moreover, Mr, Chalk displays an awareness of the local press, and it 
reported these hearings at length. It also reported Mr. Chalk’s press interviews 
in which he gave answers to complaints made at the public hearings while these 
hearings were underway. Hence, the document of July 18, 1958, is clearly not 
justified by any lack of notice. It is timed only to blur lawful processes, and 
to drag a red herring across any investigations into D. C. Transit’s wasteful 
and extravagant misuse of transit resources in its effort to monopolize the 
sightseeing industry. 

The only “new” matter is the assertion that the complaints of D. C. Transit’s 
independent competitors (which Mr. Chalk still insists were totally unjustified) 
have been magically cured by a series of sweeping “concessions” made by the 
company to the Public Utilities Commission. In spite of the fact that Mr. Chalk 
has had 2 months to study the record of the hearings, he still fails to understand 
the reasons for his independent competitors’ complaints. As the record in those 
hearings plainly shows, D. C. Transit is in a position to use the tax-exempt 
revenues and equipment from its $25 million per year mass transit system in 
charter and sightseeing. It is thus able to do what its independent competitors 
cannot do: operate at a deficit, with extensive and economically unjustified ad- 
vertising, agency commissions in excess of those the independent companies can 
afford, and price reductions of group sightseeing rates. 

Mr. Chalk seems to imply he has remedied the inequity of this situation by 
his letters of July 10 and July 14, 1958. He claims too much. Those letters do 
not propose anything like competitive equality. 

1. The offer in respect to tax exemption consists of nothing more than a 
proposal to pay a motor fuel tax on fuel consumed in vehicles in tour sight 
seeing service. But 90 percent of Mr. Chalk’s nontransit revenues stem from 
charter activities, which he excludes from his proposal. 

2. Mr. Chalk states that in those letters he has “agreed to allocate” sightsee 
ing, charter, and limousine losses out of his corporate expenses for purposes of 
rate proceedings before the Public Utilities Commission. This kind of assurance 
might easilv he misunderstood by the committee It would have no effect on D.C 
Transit’s singular ability to use its mass transit revenues and resources to under- 
write its competitive losses in charter and sightseeing. Furthermore, in spite of 
the fact that the committee’s own hearings demonstrated that Mr. Chalk’s char 
ter and sightseeing losses were not less than $193,000 (hearings, transcript. p 
87), he has recently submitted a schedule, purportedly pursuant to this “acree- 
ment to allocate.” which shaves those losses down to $30,000 and dramatically 
illustrates the pitfalls of D. C. Transit’s own self-serving allocations in these 
matters. 

In short. it is spectacularly not true that Mr. Chalk’s letters of July 10 and 
14 to the Public Utilities Commission “rendered academic and moot” the basic 
issnes in the committee investigation or “answer completely all of the matters 
as to which the puhlie hearings were presumably called to investigate” (p. 20). 
The complaints which the committee heard in its investigation were leveled at 
D. OC. Transit’s ability to use its revenues and resources to compete at a loss 
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with the independent charter and sightseeing companies in the area, a circum- 
stance which unless remedied will inevitably lead to a monopoly of a once com- 
petitive industry. The Commission, on the other hand, is concerned with the 
quite different issue of transit rate levels. Hence, regardless of the state of the 
record, the Commission could not issue relief in that, proceeding which will have 
any effect on the circumstances of D. C. Transit’s incipient monopoly powers at 
issue in the complaints presented here. Mr. Chalk would still be able to throw 
tax-exempt transit moneys into charter and sightseeing. He would still be able 
to use his common carrier buses and garages in those fields. He would still at- 
tempt to include the lion’s share of his charter and sightseeing losses in his 
transit expenses by careful accounting misallocations. And he could still engage 
in predatory competitive practices against independent competitors such as pay- 
ing excessive commissions, engaging in unjustified advertising, retaliating against 
complainants with street hawkers and other tactics which the record of the 
proceeding indicates he has used in the past. 

We think Mr. Chalk is not confused. He understands the complaints perfectly 
and it is a situation he deplores as indicated by his complaint to the CAB against 
his airline competitors’ rate reductions—except, of course, where he is the sole 
beneficiary. 

Mr. Chalk also seeks to add some “new” matter to the committee record by 
referring to his attack of my good faith in an irrelevant and totally inaccurate 
“affidavit” to the Public Utilities Commission which will never be subject to a 
judicial review. The facts are that I have been complaining to the Congress, to 
the Public Utilities Commission, and publicly of Mr. Chalk’s unfair competitive 
advantages consistently and steadily since he first began operations. His monop- 
olistic campaign to take over the competitive charter and sightseeing industries 
has been two pronged: (1) to drive the independent charter and sightseeing 
companies out of business by unfair competitive advantages and tactics, ineclud- 
ing subsidization of sightseeing losses from transit revenues, and (2) to buy out 
those companies which it could not bankrupt. As part of the second phase of 
the campaign, D. C. Transit badgered and harassed me for 2 years to sell my in- 
terest in the Gray Line. Never once during this period did I institute or invite 
discussion. Furthermore, I made it clear at all times that my interest in th: 
Gray Line was not offered for sale. Officials of the D. C. Transit company at- 
tempted to buy the Gray Line on several occasions at ridiculously low prices and 
stated that I would be advised to sell else I would be driven out of business. 
This so-called sellout of the Gray Line is all a figment of D. C. Transit’s imagina- 
tion and is merely another phase of D. C. Transit’s monopolistic attempt on all 
fronts to dominate the competitive sightseeing and charter businesses in the 
metropolitan Washington area. 

It is emphatically not true that our complaints to this committee were in- 
spired by an alleged breakdown of sale negotiations in the spring of 1958. As 
this committee can verify from its files, my complaints to the Congress and Dis- 
trict of Columbia officials go back to 1956, and my complaints to this very com- 
mittee to July of 1957. 

It is apparent that this document is a belated but last-ditch attempt to frus- 
trate and forestall the committee’s investigation. Mr. Chalk, having failed in his 
attempt to bluff and detour the committee at the hearing itself, has had some 
second thoughts about the gravity of the charges of unfair competitive advantage 
and unfair monopolization tactics of his company which have been spread on the 
record and, 2 months later, has made this series of irrelevant comments com- 
bined with token “concessions” which fail completely to meet the issues. 

The facts—that is, D. C. Transit’s tax exemption, its excessive profits on Mr. 
Chalk’s investment, its totally unjustified losses in charter and sightseeing, its 
ability to use transit resources and revenues to cover those losses, and the likeli- 
hood that unless a remedy is forthcoming the independent charter and sight- 
seeing companies of the area will be bankrupt—are on the record. For 2 years 
now, the Gray Line has been competing in the face of this dangerous, incipient 
monopoly. Every day brings it and the other independent sightseeing companies 
of Washington closer to bankruptcy. These matters have been aired with the 
committee. We hope that the time has come for remedies, and that attention will 
be focused on corrective legislation, Department of Justice Antitrust Division 
action—as Mr. Chalk himself recommends—and effective Public Utilities Com- 
mission regulation, all geared to an equalization of opportunity in the charter 
and sightseeing industries of metropolitan Washington. 

Your interest in this matter is greatly appreciated. 

Very truly yours, 
Henry Burrovens, President 
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WASHINGTON SIGHTSEEING OPERATORS ASSOCIATION, ING., 
Washington, D. C., July 24, 1958. 
Hon. WRIGHT PATMAN, 
Chairman, House Small Business Committee, 
Washington, D. C. 


DEAR Mr. PATMAN: Thank you for giving me the opportunity to reply to Mr. 
Chalk’s statement of July 18 and the support you have given to the cause of 
the members of this association. 

After reading Mr. Chalk’s statement today, I can only say that, as far as 
words go, this has been a terrifying day. Once again, Mr. Chalk reveals his 
tremendous capacity for clouding the real issues in a fog of words. 

After 2 months of cogitation, Mr. Chalk confides to the members of the Small 
Business Committee the following striking disclosure: 

“The charges of unfair competition made by our competitors are, in some cases, 
so vitriolic and distorted that they deserve no response or reply. In some cases, 
they are so much a figment of the imagination of some of the embittered competi- 
tors that the only answer we can give is to deny the charges under oath and press 
our competitors to substantiate their charges. The conditions here are such as 
to warrant the challenge to our competitors either to put up their evidence or 
to shut up.” 

I wish to point out that among the charges Mr. Chalk does not refute, either in 
his testimony before the committee or in his statement revealing hindsight, are 
the following made by me on May 12: 

1. That the tax-subsidized D. C. Transit System obtained our concession 
at the Stratford Hotel by increasing commissions to the landlord by 5 percent 
over what we had been paying for years. This meant a loss to us of about 
$7,500 out of our total annual revenue of $35,000. 

2. That following my complaints to the Small Business Committee, Mr 
Chalk’s street salesmen solicited business in front of my office at the Com- 
modore Hotel for hours at a time. 

3. That Transit drivers were placed outside the White House to draw 
away business from the taxpaying members of our association. 

4. That Mr. Chalk raided personnel of competitors. 

5. That huge outlays were made for advertising and promotion in sight- 
seeing. 

6. That Mr. Chalk’s sightseeing division has been financed, subsidized, 
and paid for out of its mass transportation operation. 

7. That if D. C. Transit is granted a rate-base increase, a rate increase, 
and a school-fare subsidy, in combination with its present tax exemption, this 
will yield further transit revenue for financing ruinous competition with 
taxpaying competitors. 

Up to date, Mr. Chalk’s jungle tactics have forced me to merge with another 
company. 

Mr. Chalk’s assertion that his competitors’ opposition to his sightseeing ac- 
tivities is relatively recent is without substance. As far back as March 1957 I 
sent a petition of protest to Senator Beall, Congressman McMillan, and District 
officials. Subsequently, I issued press releases, and wrote letters to citizens’ 
associations and District officials. 

Although Mr. Chalk claims to have a kinship with the angels, and he expresses 
tremendous sympathy for the little man, his phrases are not consistent with his 
deeds. Indeed, there is every indication that he has a somewhat gruesome sense 
of humor. It seems that he would like us little fellows to keep our chins up 
while we are being driven into oblivion by our tax-exempt, monopolistic big 
brother, the D.C. Transit System. 

I note also that Mr. Chalk sheds crocodile tears for the taxpayers and shows 
distress at the charges that he was squeezing out the “little fellow” (see en- 
closed clipping of Washington News, May 14, 1958). For the benefit of the tax- 
payer, Mr. Chalk says, “I favor tax exemption for lots of people. For all people.” 
Perhaps the Members of the Congress can persuade him to explain how the Na- 
tional Government of our wonderful country would operate if everyone enjoyed 
D. . Transit’s privilege of tax exemption. And, for the benefit of his com- 
petitors, he strove to put across his sympathy with, “I wouldn’t hurt anyone, 
particularly small business. I’ve been battling big business all my life.” 

Based on my experience with Mr. Chalk, I cannot believe that he is a man of 
good will. In fact, his statements are devoid of any reference to his respon- 
sibilities in our community. He speaks only of his rights. 
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Thus, Mr. Chalk’s statement of July 18 can only be described as another device 
of obstruction and a further step in his concerted plan to deceive the Members 
of Congress and the public with half-truths, misrepresentations, and something 
very close to plain lying. 

It seems unlikely that even Mr. Chalk’s most clever phrases will wipe out 
our losses, So, for us, it all boils down to: Little man, what now? 

Sincerely yours, 
Pau A. SWAN, President, 
Washington Sightsceing Operators Association, Inc, 


[Washington Daily News, May 14, 1958] 
“T’ve Been Batriine Bia Business ALL My LIFE” 
CHALK DENIES HE’S OUT TO GET THE “LITTLE FELLOW” 


QO. Roy Chalk, president of D. C. Transit, says he is surprised by the insinua- 
tions of independent District sightseeing companies that he is big business out 
to put the squeeze on the little fellow. 

Mr. Chalk plants to explain on Monday at 2 p. m. to the House Select Com- 
mittee on Small Business (he was originally scheduled for Friday) that actually 
rransit’s sightseeing business takes “only from $300,000 to $400,000 a year. 

“Gravline,” he told the press, “takes in 3 or 4 times what I do.” 


DISTRESSED 


Mr. Chalk said he was quite distressed at charges that he is a “utility tycoon” 
and used goon-squad tactics. 

“Tt wouldn't hurt anyone, particularly small-business men,” he said. “I’ve been 
battling big business all my life.” 

As for competitors’ claims that the tax exemptions granted D. C. Transit give 
it an unfair advantage in the sightseeing business, Mr. Chalk replied that he 
would be glad to support a tax exemption for them, too. 

Om what grounds? “That sightseeing is a public service,’”’ Mr. Chalk said. 


FOR EVERYONE? 


“I favor tax exemptions for lots of people,” he said. After a slight pause, he 
added, “For all people.” 
Sightseeing companies’ real beef is with the bad weather, not him, he said. 
Henry F. Burrough, president of the Grayline, Inc., a locally owned company 
affiliated with a national group, said it does about $1 million gross business a year. 
‘But,” be said, “business has slipped since Mr. Chalk came in.” 
Mr. Burroughs said tax relief for mass transit operations were justified, but not 
or the Transit’s sightseeing operation. 


¢ 


DIAMOND CABS, 
INDEPENDENT ‘TAXI OWNERS’ ASSOCIATION, INC., 
Washington, D. C., July 25, 1958. 
Mr. B. H. JACQUES, 
Staff Director, Select Committee on Small Business, 
Washington, D.C. 

DrAR Mr. JACQUES: Many thanks for your courtesy and opportunity extended 
me to reply to the supplemental report of the president, D. C. Transit System, 
Ine. 

With reference to hearings of the Select Committee on Small Business, it has 
been my sole objective to confine our grievances to the use of Transit buses for 
taxicab trips only. The original letter and my testimony plainly stated we 
were not concerned with sightseeing activities and did not represent anybody in 
such sightseeing activities. Of course, we feel like others, it is unfair compe- 
tition, irrespective of congressional legislation, to permit the transit industry 
tax subsidies for their sightseeing operation, when competitors are required to 
pay all the District of Columbia and Federal taxes incidental thereto. 

The above comments are called to your attention because some correspondence 
was mailed Mr. MacIntyre and the chairman of the committee, Congressman 
Patman about a $10 guide fee for taxicab operators engaging in sightseeing 
activities. The 12-page pamphlet has been mailed around the city and to your 
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office on this subject. One reached Mr. Chester Gray, the Corporation Counsel 
for the District government. Mr. Gray, on June 23, forwarded his views to 
Congressman Patman relative thereto and was kind enough to send me a copy. 
We are not greatly concerned with this $10 guide license fee and I also have 
every ruling made by the District government on this subject, since they amended 
their license regulation in April 1940. I have always been supplied with addi- 
tional authorities, which plainly indicate the District government has very 
broad powers like any other municipality. In fact, they not only have the 
power, but it is their duty to regulate the use of the city highways by publie 
vehicles for profit. However, this business was necessary to stimulate morale 
among our own personnel and point out to all concerned the picayune efforts of 
local authorities to hamstring the effort of cabdrivers and the local cab industry, 
while permitting the transit industry to do most anything as tax subsidized 
competitors. 

Also, the District government in collecting less than $7,000 this year on guide 
fees, has probably expended approximately $15,000 to build up their own bureaue- 
racy in their police public vehicle department. No departments have been 
built up by the local government to harass approximately 16,000 trucks and 
their operators, together with regulatory personnel against the transit industry. 
In addition thereto, it would probably take the United States Marines along 
with the Police Department, to stop an army of cabmen from enjoying what 
little is left of the sightseeing business. We notified our men they would be 
subject to arrest by giving them all the information possible. Whereas, in the 
local cab industry, which is a disorganized industry from the standpoint of 
combining their efforts to work together, I doubt if any other driver has been 
notified officially by their organizations. Also, we have yet to be notified offi- 
cially, by the District of Columbia Commissioners, that thev reinstituted guide 
fee regulations pigeonholed since 1940, Apparently, this decision was made 
by a captain of police, as Chief Hack Inspector. He also kept it a secret and 
we learned about it through the taxicab grapevine. 

IT have also asked the PUC. District of Columbia Commissioners. and the 
Police Department why they have allowed one local taxicab competitor to ad- 
vertise sightseeing and charter service on a large laminated rate card. which 
partially obstructs the driver’s vision on their particular vehicles. The rate 
ecard itself was never approved or even asked to be approved by the PUC, which 
has regulations against any form of advertising inside or outside of all local 
eahs. withont PTC approval. These departments have also been asked if the 
drivers of their cahs have $10 guide fee licenses. 

Conv of my reply to Congressman Patman is enclosed for your consideration. 
I think our views are very important and it is confined to the subject of taxi- 
eabs only. which should also interest other members of Congressman Patman’s 
committee. as T honestly believe it was never intended that Congress would 
nermit exclusive franchises for a transit industry to also engage in the taxicab 
business. 

Very truly yours, 
Harry C. DAVIS 


JULY 24, 1958 


In re supplemental statement of Mr. Chalk, president of D. C. Transit System, 
Ine. 

Hon. Wriant PATMAN, 
House Office Building, Washington, D.C. 

Dear ConGrRessMAN: In my testimony before your committee, I confined my- 
self solelv to the subject of Transit buses being used for taxicab trips. The 
words, “charter service,” obviously covers a wide area of activities by chartered 
buses. I am interested only in their “shuttle buses,” which they classify as 
“charter service,” in hauling millions of taxicab passengers for door-to-door 
taxicah trips, hotel to hotels, in serving conventioneers, etc. I ntil the opera- 
tion of P. C. Transit System, Inc., with isolated exceptions, in order for the 
board of trade to book a few large conventions, the local taxicab industry 
serviced these millions of convention delegates and many others for door-to-door 
axicab trips. 
ec cauunring to thoroughly digest lengthy transcript of testimony of your 
hearings and the above-captioned subject, with the exception of my own testi- 
mony. I have not been able to find one single word offered by Transit represent- 
atives and other representatives of various departments of the local govern- 
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ment, where they have even mentioned the activities of chartered service buses 
engaging in taxicab activities. 

Therefore, it appears to me you, and the members of your staff are apparently 
the only persons concerned relative to Transit buses engaging in the taxicab 
business. It appears to me that apparently the District government has ducked 
this issue in its entirety, or placed the local taxicab industry in the category 
of “Peanut vendors.” It also appears that the Transit representatives, includ- 
ing its president, purposely skirted or evaded this taxicab issue and their great 
volume of taxicab business by their Transit buses. 

For over 30 years, I have heard Members of Congress voice their objections, 
especially at congressional hearings, on transit mergers and legislation which 
would permit exclusive transit franchises, enabling local transit companies to 
engage in the taxicab business. In fact, it is very apparent this would not be 
permitted by Congress. Mr. Chalk, in his testimony has admitted transit rep- 
resentatives have traveled throughout the United States to sell charter busi- 
ness. However, he and his representatives failed to mention their shuttle buses 
have hauled millions of taxicab passengers for door-to-door taxicab trips. 

We would welcome Mr. Chalk or his transit company to engage in the taxicab 
business by operating a fleet of taxicabs. If, such an operation was obligated 
to engage in all licensing procedures for manpower purposes and the payment 
of all taxes required of the taxicab industry. No doubt it would soon develop, 
if such an operation started, their No. 1 problem would be in obtaining licensed 
hackers to man their cabs, as the District of Columbia government is apparently 
determined they will limit the number of licensed drivers, because Congress 
will not limit the number of licensed cabs. Whereas chartered buses are manned 
by drivers to haul taxicab trips and fares who only need an operator’s permit 
within the District of Columbia corporate limits. These chartered service bus 
drivers do not have to wait 1 to 18 months, to obtain a character license. Also, 
if the local traffic point system, suspends or revokes their operator’s permit, 
the transit company could place them on a streetcar for operation within the Dis- 
trict of Columbia, as streetcar motormen do not even need an operators permit. 
Consequently, the local cab industry cannot compete with low hourly rates by 
Transit shuttle buses for taxicab trips when these shuttle buses are subsidized 
through taxes and are not burdened with inadequate manpower through the 
highest possible driver standards and redtape, to obtain such licensed drivers. 

Attached hereto CPA analysis of claim costs, including total taxes paid, on 
page 2 of this CPA report, since July 28, 1929, direct by our own 2 corporations. 
The total sum paid through December 31, 1957, of $2,485,155.77, comprises $2,- 
248,702.84 paid direct to the local government. It is believed Diamond per- 
sonnel paid 10 times this amount or approximately $25 million. Over this 
lengthy period, the Diamond fleet has probably not amounted to 10 percent 
of the number of local licensed taxicabs. Also, it is believed, from time to time, 
other taxicab fleets because of profit motives, have paid more taxes than our or- 
ganizations. For the purpose of computing total taxes paid by the industry, it 
might be conservative to estimate that 100 percent of the taxicab industry has 
paid approximately $250 million in taxes, most of which were paid to the District 
government. Therefore, our objections to the transit industry engaging in the 
taxicab industry, through transit shuttle buses should be an important problem to 
the whole community from a tax standpoint, as well as the local taxicab industry. 

In Mr. Chalk’s supplemental statement, it appears to me he accused opposing 
witnesses of inaccurate statements against his operations, who were not re- 
quired to testify under oath. Have the Transit representatives been entirely ac- 
curate in their statements relating to the effective utilization of manpower and 
equipment on sightseeing and chartered service buses between the off peak hours 
of 10a. m., and 4p. m., only? 

T could not find any testimony which indicated any questions or denials by Mr. 
Chalk that his Transit buses were not used for sightseeing and charter business 
during the morning and evening rush-hour periods. It is my opinion, he could 
not obtain this taxicah charter business for his buses, if he did not offer service 
around the clock, as well as the morning and evening rush-hour traffic periods. 
The use of Transit buses for sightseeing and taxicab trips in the morning and 
evening rush hours is a very important question concerning the convenience and 
public necessity of transit users in our great community. In order to determine 
the accuracy of such statements of all witnesses, the facilities of the Public 
Utilities Commission should be used for a proper check to see if scheduled runs 
and buses have been eliminated or substituted for sightseeing and chartered taxi- 
cab activities by Transit buses in rush hour periods. 
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As a lifelong user of Transit vehicles, I have been a supporter of the Transit 
industry as a private enterprise operation and not a Transit hater. I also hope, 
with Mr. Chalk, that the private enterprise system will prevail in the continued 
operation of Transit facilities and that the taxpayers will not be called upon to 
increase or wholly subsidize such a system. However, I sincerely hope proper 
consideration will be extended the taxicab industry by the District of Columbia 
covernment, to prevent the prevalent and excessive use of Transit buses for taxi 
cab trips at the expense of the local taxpayers as well as the local cab industry. 

Please be assured the Diamond Cab family greatly appreciates your efforts and 
-onsideration to prevent any d l cab in 
dustry by the Transit System. 

Very truly yours, 


iscriminatory practices against the loca 


Harry C. Davis, 
President, Independent Tari Owners’ Association, Tne 


McGinLey & MCGINLEY. 
Washington, D.C., June 26, 1958 
BOARD OF DIRECTORS, 
Independent Tari Owners’ Association, Inc., 
Washington, D.C. 

GENTLEMEN: As requested, we have compiled the direct costs of the associa 
ion’s accident claims for the period beginning January 1, 1936, and ending 
December 31, 1957, excluding administrative expense, they were as follows 
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To support your contention that the association has made a substantial con 
tribution to both the United States and District of Columbia Governments, we 
are submitting an analysis of the direct taxes paid by the Independent Taxi 
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Owners’ Association, Inc., and its subsidiary the Diamond Service Co. for the 
period beginning July 28, 1929, and ending December 31, 1957: 


Federal taxes—nature of tax 
Federal insurance ce 
Federal unemployment 
Corporation incor 
Capital stock 
Other 


lotals 


District of Columbi 
Gasoling 

Real estate 
Franchise 


b taxes 


ind personal 


and bu 3} 


Unemployment yn per 
Other 

Potal 

Grand tot 


ntriput 


ons 


nature of tax 


property 


riy 


Liege 


Independent 
laxi Owners’ 
Association 


Diamond 
Service 
Co. 





$37, 187. 40 
7, 968. 93 
12, 350. 41 
1, 584.19 
126. 52 | 
9,217.45 | 177,235.48 | 
2. O87, 094. 54 
3, 874.00 | 71, 323. 96 
6, 662.77 | 24, 416. 27 
21,060.80 | 27, 314. 63 
215.00 | 6, 740. 87 
$1, 812. 57 | 2, 216, 890. 27 
91, 030.02 | 2,394, 125. 75 


Total 


$69, 395 
15, 589. 23 
144, 840. 5 

6, 403. 29 


224. 06 


s 


Yo 


2 159 
200, 204 


2. OR7, 094 


75, 197. O 


31,0 


79.04 
48, 375 
fh) iat xT 
2, 248, 702. 84 


2, 485, 155 


The above does not include taxes and license fees paid by the membership in 


the operation of its taxicabs. 
We trust that the foregoing is the desired information. 
Respectfully submitted. 
McGINLEY AND MCGINLEY, 
Leo F. McGINLey, 
Certified Publie Accountant 


By 


EXHIBIT No, 3. INDEPENDENT TAXI OWNERS ASSOCIATION, WASHINGTON, D. C 


{nalyusis of cost of claims and average cost per ¢ laim for the vears 1936 to 1942 
inclusive 

Yea lot Claims paid | Medical a A djuster Liability Other 

legal fee lari 1 ce expense 
193 tS SAl 20, 84 $9,074 ) $9, 575. 67 $8, 487. 78 $4 005.4 

19 90, 539. 77 9, 863. 4 10, 941, 17 7, 883. 27 8, 791 
1038 ) 74, 186. 9O &, 395. 50 12. 169. 15 9, 556, 29 104. 3% 
193 s s 6, 342. 59 452. 41 12, 072. 02 5, 264. 33 & O36, 4 
1040 10, ; BO, 436, §. 406. 75 12, 093. 28 3, 75Y. 24 6, 211.3 
{ NO, 4 s t 63. 78 OHS, 2? 617. 51 3, 494. 25 > 312 990 
44 iS, OSS, f 40, 412. 4 7, 121. 24 14,7 § 003. 05 2.7 OR 
Potal t 4 ) 7, 282. 4 84, 244. 41 $1, 448. 21 7, 498. 38 


As shown in the following tabulation, there were 


the 7-year period, at an average cost per claim of $159.34. 
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1937 
1938 
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1940 
1941 
1942 
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478 
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Atrwoop’s TRANSPORT LINES, INC., 


Washington, D. C., July 24, 1958. 
Congressman WRIGHT PATMAN, 


House Small Business Committee, 
House of Representatives, Washington, D. C. 

DEAR Mr. PATMAN: I welcome the chance to dispel the miasmas spread by Mr. 
Chalk in his statement, dated July 18, to the Small Business Committee. 

Mr. Chalk’s policy of lending a helping hand to his taxpaying competitors by 
the strategem of attacking them seems to have moved into the desperation stage. 
This is the only logical explanation that suggests itself from the extraordinary 
action by him in rushing into print 2 months after he testified in public hearings 
an attack on the testimony of his competitors. 

Mr. Chalk shows himself to be experienced in cunning and bluffing. The truth 
is in the record of the hearings and Mr. Chalk knows this. Thus, as an example, 
he did not address himself to my charge of May 12 that the D. C. Transit has used 
its monopoly profits and tax exemptions to grant rate reductions which have cost 
me at least $10,000 worth of orders. Nor does Mr. Chaik deny that his ability to 
intermingle facilities such as garage, maintenance, and manpower gives him a 
great advantage over us. He also knows that he is, by far, the principal owner of 
a mass transit system doing $25,000,000 annually, and thus enjoys a pocketbook 
status more advantageous than mine. Mr. Chalk is aware of all of this. So, in 
this instance he is the Brooklyn cowboy with the blank cartridges. This is what 
weighs on his mind. 

Is it Mr. Chalk’s plan to harass the independents who neither join him nor 
make peace until they are forced to sell him such parts of their business as they 
have left. 

I object strennously to the tenor of the notions prevailing throughout Mr. 
Chalk’s statement that the Members of Congress have an obligation to buy what- 
ever he serves up. Perhaps the members of the Small Business Committee can 
convince Mr. Chalk that he has not developed a scientific guide to governmental 
policies 

It seems that Mr. Chalk’s competitors have incurred his displeasure by express- 
ing some hope that the Small Business Committee might equalize the sightseeing 
situation. Mr. Chalk is sold on the notion that his competitors should stop com- 
plaining, that he should be subsidized by all taxpayers, and that the bus and 
trolley riders have an obligation to ride his vehicles in order to afford him huge 
profits and subsidize his sightseeing division. Thus, his words take on many 
variations of a common theme, “We need subsidy,” while the rest of us scratch 
like hell for business. 

It is high time that the Members of Congress put a stop to the disgraceful im- 
position upon them by Mr. Chalk who seeks to use them and abuse them for his 
personal gain. 

IT congratulate you, Mr. Patman, for your conscientions interest in the survival 
small business, and your stalwart opposition to grasping and _ brutal 
opportunists, 
Sincerely, 


of 


CuesteR M. Atwoop, President, 
Atwood’s Transport Lines, Ine 


WasuincetTon, D. C.. July 28,1958 
Re Hearings on complaint of W. M. A. Transit Co. 
Hon. Wright PATMAN, 
Chairman, Select Committee on Small Business, 
House of Representatives, Washington, D.C 

Drar Str: On behalf of W. M. A. Transit Co., and Tony Lagana, secretary- 
treasurer, who testified before your committee, please be advised that in review- 
ing the supplemental testimony of Mr. O. Ray Chalk, president, D. C. Transit 
System, Inc., the following observations are made: 

The specific complaint filed by W. M. A. Transit Co. and numerons other car- 
riers within the metropolitan area of the District of Columbia dealt with T. C. 
Transit System’s invasion of the military charter. The basis upon which this 
invasion was possible was the tax exemption which the said company enjoyed 
over W.M. A. Transit Co. and other carriers. This tax exemption vields a com- 
petitive advantage sufficiently great to allow TD. C. Transit System, Inc., fo per- 
form the service at a figure which would result in a loss were W. M. A. Transit 
Co. to perform the service at the same figure. 
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Mr. Chalk’s supplemental testimony of July 18, 1958, in our opinion, does not 
answer the specific complaint filed with your committee. The failure to be 
responsive is noteworthy in this instance, and is an indication that the allega- 
tions in our complaint are correct. 

Very truly yours, 
EarL M. FOREMAN, 
D. Jay HYMAN, 
Counsel for W. M. A. Transit Co. 


PILGRIM HELICOPTER SERVICES, INC., 
Washington, D. C., July 25, 1958. 
Re hearings on complaints against D. C. Transit, Inc. 
Hon. WRIGHT PATMAN, 
Chairman, Select Committee on Small Business, 
House of Representatives, Washington, D.C. 

Dear Mr. CHAIRMAN: The subject company is a prospective sightseeing and 
other aerial services competitor of this company. We ask that the following 
views be made a part of the record. 

We do not believe that the Congress intended granting D. C. Transit an over- 
all quasi-monopoly of the transportation business on land and in the air. There 
is a situation involved in the latter which we ask the investigating authorities 
not to slight. 

The situation is that—a dangerous precedent is being established if a surface 
transit utility is allowed to move skyward. First, it presents a direct contra- 
diction of Civil Aeronautics Board authority; secondly, it establishes competitive 
advantages over existing nonutility aerial transportation businesses; thirdly, 
every surface utility in the United States would have a right to ask for aerial 
transit authority. Needless to add, this would be rather devastating to the 
eapital investment of nonsubsidized air transport operators. Finally, in the ease 
of I). C. transit, a special exemption from hard and fast regulations of CAB 
would be required. 

Every helicopter operator in the world knows, as does the CAB, what it costs 
per hour to provide such service, scheduled or unscheduled. Any qualified 
accountant can easily segregate such costs from other corporate activities, if such 
exist. A very large portion of hourly operating costs is overhead. Professional 
analysts place this between 40 and 100 percent of the so-called direct hourly 
costs. D.C. Transit present personnel and offices would absorb a substantial part 
of normal overhead. In view of the fact that D. C. Transit is not a purely private 
enterprise, the foregoing position enables a tremendous competitive advantage. 

Concluding ; whenever D. C. Transit is beset by existing or potential competitor 
complaints, the franchise and comments about mass transportation are their de- 
fenses. Granting that the franchise is liberal—“Does it imply no limits? If 
the propriety of the matters dictate that ‘all is not cricket,’ what is to prevent 
the Congress from modifying the legal aspects?” Certainly, it is not conceivable 
that the authorities wish to aid and abet the growth of quasi-monopolies at the 
expense of private enterprize. Grant surface transit system the right to “wings” 
and the foregoing condition will gradually evolve in the transport field. 

Respectfully submitted, 
Joun B. Hrcwsorn, President. 


A. B. & W. Transit Co., 
Alexandria, Va., July 24, 1958. 
Hon. WricHtT PATMAN, 
Chairman, Select Committee on Small Business, 
House of Representatives, Washington, D. C. 


DEAR SENATOR PATMAN: I am in reply to the letter signed by Mr. Jacques which 
enclosed a copy of the supplemental statement of Mr. O. Roy Chalk, president of 
the D. C. Transit Co. 

After carefully reading Mr. Chalk’s statement, I can find no answer to the 
complaint made before your committee by myself on behalf of the A. B. & W. 
Transit Co. My complaint related to the “invasion of the Government bus 
contract field” by D. C. Transit, as a result of its tax advantages. 

Very truly yours, 
R. T. MrTcHeEtt, 
Erecutive Vice President. 
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LAW OFFICES, Roperts & MCINNISs, 
Washington, D. C., July 28, 1958. 
Hon. WRIGHT PATMAN, 
Chairman, Small Business Committee, 
House of Representatives, Washington, D.C. 


DeaR Mr. CHAIRMAN: As counsel for Safeway Trails, Inc., we appreciate the 
opportunity to comment on the communication submitted under date of July 18, 
1958, by O. Roy Chalk, president of the D. C. Transit System, Inc., and of other 
carrier operations. Safeway Trails has only secondary concern with the allega- 
tion of Mr. Chalk that the complaints against the abuse by D. C. Transit System, 
Inc., of the subsidy principles which Congress has made available for mass trans- 
portation in the District of Columbia have been motivated by other than normal 
competitive considerations. In our opinion, this allegation has little, if any, 
hearing on the serious questions with respect to the government of highway trans- 
portation in and to the city of Washington. We are, however, concerned with 
the assertions of Mr. Chalk as follows: 

(1) “After studying all of the pertinent facts, we at D. C. Transit concluded 
that we would be entitled to the full rate increase requested by us in the PUC 
rate case even after the allocation and exclusion requested by the PUC staff. In 
addition, we noted that our rate of return was so far below the amount author- 
ized by the Congress that it was of no consequence whether or not we allocated 
the above-described operations, even if such operations were incurring the losses 
alleged by the staff of the PUC. (P. 2.) 

Reply. —Exhibit B, to which this statement is related, was a letter dated 
July 10 and addressed to the committee. It purported to make voluntary con- 
cessions which would alleviate unfair competition with other motor carriers 
operating in the Washington area. In this connection, Mr. Chalk, supposedly 
with the authority of his corporation, volunteered from July 1, 1958, to pay 
District of Columbia motor vehicle fuel tax on sightseeing operations; to work 
vut with the District of Columbia Public Utilities Commission a set of account- 
ing rules for the allocation of all appropriate items of the sightseeing opera- 
tions; and to exclude all sightseeing operations profits and/or losses for pur- 
poses Of all present or future rate proceedings or determinations. Subsequently, 
under date of July 14 (exhibit D of Mr. Chalk’s communication), he agreed to 
amend his July 10 letter so as to extend to charter (including Government 
contracts) and limousine operations, the principle of allocation of expenses. 
On July 14, however, as a result of embarrassing lack of coordination between 
Mr. Chalk and Mr. James B. Flannigan, vice president and controller of D. C. 
Transit System, Inc., the latter presented to the Public Utilities Commission in 
the District of Columbia increased fare case a communication in ostensible 
compliance with an earlier mandate that the accounts be correctly allocated, 
in which he insisted that such allocation was being prepared only by order of 
the Commission; that he personally disapproved of it: and that he considered 
that the huge losses encountered in the promotion of sightseeing, charter, and 
governmental operations business were justified in the interests of creating a 
glamorous public relationship with the normal city transit bus operation. Sub- 
sequently, Mr. Flannigan, who clearly is the operating head of Mr. Chalk’s 
Washington properties, modified his position in purported compliance with the 
Chalk agreement, but the allocation studies which he submitted to the District 
of Columbia Commission made it very clear that the compliance was in theory 
only and that the D. C. Transit Co. intended to negotiate with the staff of the 
Commission an arrangement under which a very large part of the losses and 
extravagancies of the extracurricular services of D. C. Transit would remain 
buried in the subsidized accounts of the company. Illustratively, he proposed 
that only 50 percent of the promotional expenses assignable to or identified 
with charter operations would be deducted from the operating expenses of the 
city service. With respect to Government contract operations, in which D. C. 
Transit competes with other qualified and licensed operators in the District of 
Columbia, Mr. Flannigan proposed that none of the costs attributable to depre- 
ciation, general overhead, or management, or solicitation of the Government 
contract business through officers, employees, and retained organizations, should 
be excluded from the operating expenses of the mass transportation operation. 
The data which he submitted, supposedly in accordance with the agreement of 
full allocation and exclusion of the special services, in no sense were commen- 
surate with the costs that totally separate and competitive operations would 
encounter. This was the D. C. Transit compliance with representations made 
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by Mr. Chalk to the committee. It is quite understandable that Mr. Flannigan 
could testify under oath to the District of Columbia Public Utilities Commission 
that the changes as a result of his allocations of charter, etc., services were 
“not significant.” 

(2) “As the result of my two letters to the PUC, it is clear that the so-called 
issue of ‘subsidy’ is no longer a realistic issue. After I filed my letters of 
July 10 and 14 in the present PUC rate case, the PUC ruled on July 15, 1958 
that the question of subsidy is no longer an issue in the present D, C. Transit 
rate case before the PUC. Over the objections of counsel for Gray Line and 
our other competitors, the PUC has now conclusively ruled that in view of my 
concessions, the matter of the alleged subsidy was not an issue in that pro- 
ceeding or in any future transit rate case.” (P.19.) 

Reply.—The statement is not only untrue, it is ridiculous. The congressional 
legislation makes the question of subsidy an imperative part of every rate case 
involving the D. C. Transit Co. The Commission did not rule that the question 
of subsidy or even the question of competition of subsidy upon inflated operating 
bases was to be excluded from the case and, in fact, it has been the subject 
and will be the subject of intensive cross-examination and substantial affirma- 
tive evidence. It is to be noted in this connection that Mr. Chalk concedes the 
hypocritical character of his concession. On the same page, he says: 

“Because I am so certain that there is no subsidy in fact and because I am 
so certain that the PUC will so find, I have agreed to make the concessions 
which I have described in my letters to PUC Chairman George E. C. Hayes of 
July 10 and 14 (exhibits B and D enclosed herewith ).”’ 

If Mr. Chalk was advised and assumed that the inclusion of the deficits in 
the special services operations were inconsequential or unimportant, it is clear 
that his concession of absolute allocation was fictional. 

(3) “As pointed out above, however, the public hearings went far beyond 
the limitations established by Counsel MacIntyre on April 22. After having 
limited the issues on April 22, Counsel MacIntyre proceeded in the public hear- 
ings to go into what amounted to a fishing expedition along totally irrelevant 
routes on every possible grievance our competitors could conjure up.” (P. 21.) 

Reply.—The reference unquestionably refers to the obvious improprieties 
which Counsel MacIntyre developed in the promotional activities of D. C. 
Transit. While the sum of the items so disclosed before the committee was 
relatively small, the items themselves were of importance as illustrations of 
the Chalk version of utility operation. In the rate case before the Public Utili- 
ties Commission, counsel for Chalk thunderously objected to any examination 
by the Commission’s counsel of the detail of the items which had been disclosed 
before the congressional committee. He insisted that no further examination 
of the accounts of D. C. Transit along the same lines was permissible because 
they had acquiesced by private agreement with the Commission in the deduction 
of the aggregate amount of the items from operating expenses. It is not the 
law in utility cases that a concession as to the handling of inappropriate items 
on which the utility has been caught precludes further examination or permits 
the Commission to desist from detailed inspection of past charges and adminis- 
trative accounting rulings as to future charges of like nature. Experienced 
utilities would make no such claim. 

(4) At page 52, after saying that PUC staff member Falk has shown a loss 
of $200,000 in the 1957 transit sightseeing operations of D. C. Transit, the letter 
stated: 

“If, moreover, the charges for such labor and equipment are charged to sight- 
seeing, then the equivalent amount of such expenses should be withdrawn from 
the mass transit charges, thereby increasing mass transit profits accordingly. 
If, therefore, it is said that sightseeing operations resulted in a loss, it neces- 
sarily must follow that our other net profit was understated proportionately by 
the absorption in sightseeing operations of costs which otherwise would bave 
been charged to mass transit operations.” 

This is plain gobbledegook! Obviously, if the correct accounting with fuil 
allocation to the special services is maintained, the operating expenses of the 
mass transportation services would be less, the increase in rates required of 
the public would be less, and the loss reflected in the company’s demand for 
increased school children fares would be substantially less. The difficulty lies 
in the fact that the basic book records maintained by D. C. Transit erroneously 
bury the special service losses and it requires persistent accounting detective 
work to untangle the basic errors. The alternative would be a mandatory, 
if not statutory, provision that prohibits the inappropriate accounting. 
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(5) “Finally, as I pointed out above, the overall result of sightseeing sales 
promotion has been to increase gross passenger revenues through the induce- 
ment to more persons to ride our street cars and buses. All of the upward 
turn in passenger revenues should be attributed to our sales promotion work in 
the sightseeing business.” (P. 33.) 

Reply.—This is a plainly dishonest statement. It is not necessary to in any 
sense depreciate the superiority of Madison Avenue approach which Mr. 
Chalk has applied to our District of Columbia transit situation in order to reach 
a conclusion that unlimited advertising and promotion of a competitive non- 
mass-transportation service at the expense of the mass transportation public 
must be restricted. If the airline owners of the D. C. Transit System are 
willing to expend their own capital (apart from Federal subsidy for airlines) 
in efficient promotion of the sightseeing business, and if this relationship can 
be policed under a private ownership subsidy policy, there could be no valid 
objection from their competitors. However, basic commonsense indicates re 
striction On monopolistic access to the public purse or to the pocketbooks of 
the mass transportation riders. 

The seriousness of the fundamental issue before this committee is acknowl] 
edged. Every major city in the country is confronted with the necessity of a 
solution of the transportation problem involved in preventing further decay 
of the central city area because of the departure to the suburbs. Some seek 
solution in governmentally owned operations. In the District of Columbia, 
Congress has at least tentatively imposed a system of semi-automatic rate 
increases and public subsidy. In the meantime, the engineers have spent 
hundreds of thousands of dollars in reaching technical solutions which require 
the use of long-distance buses, suburban buses, and even new rail transit 
systems. Any conclusion of this committee which would destroy other existing 
transit and transportation facilities prior to their use in the composite system 
and at the public expense would be very unfortunate. 

Sincerely yours, 
WILLIAM A. ROBERTS, 
Counsel for Safeway Trails, Inc. 


JULY 28, 1958. 
Hon. WRIGHT PATMAN, 
Chairman, Select Committee on Small Business, 
House of Representatives, Washington, D.C. 

DEAR MR. CHAIRMAN: At your direction the staff director, Mr. Bryan H. 
Jacques, brought to my attention a letter to you under date of July 18, 1958, from 
Mr. O. Roy Chalk, president of D. C. Transit System, Inc. That letter appears in 
the printed record of hearings before the Select Committee on Small Business of 
the House of Representatives on “Complaints of Small- and Independent-Busi- 
ness Men Operating Sightseeing Businesses in the District of Columbia” at pages 
173-183. I am informed that you wish that I direct a letter to you for inclusion 
in the record which would clarify or add to a better understanding of matters 
referred to in Mr. Chalk’s letter and of which I have personal knowledge. 

No attempt will be made in this letter to argue with Mr. Chalk about the merits 
or demerits of any complaints made against D. C. Transit System, Inc. by com- 
petitors engaged in the sightseeing and charter business. He and others may do 
that on the basis of the facts of record. When all is said and done, those who 
have the responsibility for rendering judgment on this matter perhaps will give 
some hint in the statement of their judgment regarding the soundness of Mr. 
Chalk’s arguments. 

It does appear appropriate for me to comment upon certain references made 
to me by Mr. Chalk in his letter of July 18, 1958. Those references appear at 
pages 178 and 179 of the record. In brief, they allege that at a conference with 
Mr. Chalk on April 22, 1958, I stated that the complaints made against Mr. 
Chalk raised two issues: (1) the tax exemptions, and (2) D. C. Transit’s sub- 
sidizing alleged losses in its sightseeing and charter business from its mass 
transportation business; and that having thus established limitations on the 
issues thus stated, assured Mr. Chalk that public hearings based on the matter 
would be so limited, but that I proceeded in the public hearings to go beyond the 
limitations and assurances thus established. 

What are the facts about my conference with Mr. Chalk on April 22, 1958? 

1. It was held in the presence of 15 people at 2 p. m. April 2, 1958, in room 
129. House Office Building, Washington, D. C. (office of the Select Committee on 
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Small Business, House of Representatives). Two of those attending the con- 
ference were ladies who made a transcript and reported the proceedings. The 
names and identification of all others appear in the transcript of the record of 
that conference, including the name of Mr. O. Roy Chalk. 

2. The record of the conference of April 22, 1958, was included in the printed 
record of the hearings on this matter (p. 8-12) upon the motion of Hon. Seely- 
Brown (Republican, Connecticut), a member of the committee. 

3. The record of the conference clearly shows that “Mr. Chalk was invited and 
is entitled to hear what was being said about his company (record, p. 10). 

4. At the outset it was clearly outlined that the purpose of the conference was 
to discuss a small-business problem, which had been said to exist in the sight- 
seeing business in the District of Columbia. In that connection it was pointed 
out that the House Small Business Committee had received a number of com- 
plaints to the effect that “under existing circumstances there is a tendency, 
and even more than a tendency, a trend to a monopoly in the sightseeing and 
charter business in this area” (record, p. 8). 

5. It was pointed out that some of the circumstances tending toward a monopoly 
stemmed from the privileges which are assumed to have been granted to the 
I>. C. Transit System, Inc. by Public Law 757 (84th Cong.) (record, p. 8). 

6. The conference was informed that ‘Mr. Patman has taken a position that by 

virtue of the study he has given this problem that something should be done to put 
sightseeing and charter business in the District of Columbia on an equal footing 
with respect to the application of laws and tax benefits and otherwise” (record, 
p32). 
7. The conference was informed that “the tax problem is not the big thing. 
Complaints have been made to the committee that unless sightseeing busifness is 
put on a competitive basis, within 2 or 8 years the D. C. Transit Co. would have 
a monopoly and could make its sightseeing business carry its own freight be- 
cause it could charge the rates according to what the traffic would bear” (record. 
DB: is). 

8. It was made clear to the conference that the chairman believed to be in- 
volved in the problem is the problem of maintaining a “competitive enterprise 
system” in the sightseeing and charter business in the District of Columbia in 
keeping with the publie policy (record, p. 8). 

9. An inquiry was made of each of those attending the conference whether 
interpretations applying to section 6 of Public Law 757 had operated at all to 
the undue advantage of any particular operator in the sightseeing and charter 
business (record, p. 9). In that connection it was stated, “If so, we need 
answers and explanations. Does any independent operator feel that the inter- 
pretations which has been given to section 6 operate to the undue disadvantage 
of any independent operator or group?” 

10. It was stated to Mr. Chalk and to Mr. Flanagan, vice president and comp- 
troller of the D. C. Transit System, Inc., that “We have been investigating this 
matter and some things have come to our attention that in fairness we ought 
to put before you and give you an opportunity of advising the chairman about 
them before he makes a decision on public hearings. Information has come to 
us that in addition to the tax advantages which you have, your sightseeing and 
charter business of D. C. Transit is actually being subsidized by the mass-trans- 
portation business. Last year the sightseeing business lost $50,000 and the 
limousine service $37,000, with a total of $87,000. This had to be made up 
somewhere—and added to that is the tax advantage. Will you advise whether 
that is the fact—were you in the red?” (record, pp. 11 and 12). 

11. Also, the following was stated to Mr. Chalk: “Under the franchise Con- 
cress has a contract with you but we want the facts on three things: (1) losses, 
(2) advertising, and (3) whether or not the facilities, manpower, equipment, 
or materials of the D. C. Transit Co., chargeable or charged against fares, have 
been used in any way to benefit the sightseeing and charter service. The 
answers to those three things would perhaps be of considerable interest to the 
chairman before he decides what to do about open public hearings” (record, p. 
12). 

12. At no time did I— 

(a) Give any assurance to Mr. Chalk that the chairman would order 
that public hearings be held regarding this matter ; 

(b) Give any assurance to Mr. Chalk regarding what the chairman 
would include within and consider as germane to any public hearings in 
the event he should hold hearings regarding this matter: 
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(c) Diseuss with Mr. Chalk any of the aspects of the complaints made by 
his competitors about his charter and sightseeing operations, except during 
the aforesaid conference of April 22, 1958, the complete record of which 
appears in the printed record of these proceedings (record, pp. 8-12). 

Sincerely yours, 


EVERETTE MACINTYRE, General Counsel. 





